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EDITORIAL 


As We See It 


Word comes from Washington that the budget 


making authorities are making substantial reduc- , 


tions in departmental estimates of expendjttres 
for the coming fiscal year, and that the President 
has sent a letter to Cabinet members and other 
officials insisting that they hoid their outlays 
within the limits entered in the budget tabula- 
tions to appear after the first of the year. These 
steps are described as conforming to the post- 
election statement of the President that he would 
use all the power in his hands to eliminate need- 
less spending by the Federal Government. The 
ultimate goal is, of course, a balanced budget, 
but no one at this moment appears ready to 
speculate about how long it will be before the 
approximately $13 billion deficit will disappear. 


All this, of course, is good news so far as it 
goes. There is danger that the President will have 
a spenders’ Congress to deal with after the first 
of the year. Time only will tell whether the saner 
elements which seemed to be in control of the 
national legislation this past year will be able to 
exert the same degree of influence upon the 
newly elected members of the House and Senate. 
The President’s attitude and position appeared 
this year to be, comparatively speaking, on the 
side of some measure of reason in adding to out- 
lays and opposing tax reduction, but he could 
hardly be described as a very vigorous or forceful 
advocate of conservatism in the handling of poli- 
cies having to do with the fiscal health of the 
country, Business appears to be improving quite 
generally, and that sooner or later will mean 
larger revenues for the Treasury. It is safe 
enough to guess that a balanced budget, or some- 
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Dealing With Prosperity 


By BENSON FORD* 
Vice-President, Ford Motor Company, Dearborn, Mich. 


A leading motor industrialist comments on the extent to 
which emotion—psychology—has intensified the boom- 
and-bust cycle, and our growing inability to handle viru- 
lent inflation. For the former, Mr. Ford recommends self- 
discipline and points out, for example, that now is a 
better time for capital expenditures than during a boom, 
and regarding the latter he recommends a thorough edu- 
cation job to help achieve a general understanding of the 
problem and the need to stop the squeeze on necessary 
profits. Despite our improved ability to use skillfully 
fiscal and credit policies, Mr. Ford notes we have not dis- 
played the capacity to deal with prosperity as well as 
we have dealt with adversity. 


Inevitably in a time like this we hear rumbles to the 
effect that the countdown has started for a new economic 
blast-off. It seems scarcely weeks ago that, to quote a 

great mixed metaphor, “the crepe- 
hangers Were crying ‘wolf’ in the 
market place.” Now it’s off with the 
crepe and on with the rose colored 
goggles. I would like to suggest that 
before we go off on another binge, 
we ought to take a very thoughtful 
look at the recent past. 

The postwar period has been marked 
by repeated excesses in our economy 
and in our economic thinking. We 
have been prey to extremes of op- 
timism and despair. We have been 

"i on buying jags and building jags, 
13 spending jags and borrowing jags. 
m—- ™’ "% We have made great advances in 
Benson For raising the general living standard 
of American families, but we have 
also developed some wasteful economic habits and some 
dangerous economic postures, 


Many of us in business have allowed ourselves a little 
Continued on page 34 


*A talk by Mr. Ford before the Southern Newspaper Publishers 
Association, Boca Raton, Fla., Nov. 18, 1958. 
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The Tax Implications 
Of Investment Abroad 


By HON. HALE BOGGS* 


Chairman, House Subcommittee on Foreign Trade Policy 


Concerned about the discouraging aspects of our tax 
laws as they affect foreign investment, Congressman 
Boggs announces that Subcommittee hearings will be 
held on Dec. 1, on this subject and, speaking for him- 
self, outlines reasons why we need a searching review 
of our revenue laws as they apply to foreign source in- 
come. He supports such incentives to encourage foreign 
private investment as: principal of territoriality in tax- 
ing foreign source income; elimination of certain dis- 
criminatory and unequitable results which are said to 
distort business decisions and prevent our American 
system from being carried abroad by our business men; 
and the formation of base companies for the conduct of 
foreign business operations in the United States itself. 


I think we can accept the fact that it is the policy of 
the United States to promote the economic growth of the 
free nations of the world and to do 
all that is prudently possible to help 
the less developed nations to achieve 
that momentum of progress in agri- 
culture and industry to make it pos- 
sible for them to look forward to 
substantial economic growth. It 
would seem equally clear that it is 
the policy of our country to con- 
tribute to and assist our friends in 
the world to the largest extent pos- 
sible by encouraging the unhampered 
operation of our dynamic free enter- 
prise system. 

All agree that this can best be 
accomplished by providing incentives 
for private American capital to go 
abroad and take with it the vitality, 
the skill, and the imagination that has made our system 
the strongest economic system in the world. Private in- 


eteiaiaiy Continued on e 32 
*An address by Congressman Boggs before the 45th Annual 
National Foreign Trade Convention, New York City, Nov. 19, 1958. 
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A continuous forum in which, each week, a different group of experts 
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for favoring a particular security. 
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Members New York Stock Exchange 


American Telephone & Telegraph 


I was most delighted when my 
last “Security I Like Best” con- 
tribution on Miles Laboratories, 
doubled within year. This was 
the second 
issue in a row 
to do so. The 
first was 
Getty Oil. 

The  likeli- 
hood of the 
present 
“Security I 
Like Best” 
American 
Telephone 
& Telegraph- 


a 





repeating the J 
last two 
performances, yo 
seems remote. Merton S. Allen 


However, I do 

feel that Telephone will provide 
a somewhat surprising perform- 
ance in the market place over the 
not too distant future. 

Many believe that it is unreal- 
istic to expect a wide and sub- 
stantial upward move ina “utility” 
type security. This attitude is open 
to serious question. When one 
examines the past performances 
of other utilities and phone com- 
panies, the record is usually sur- 
prising. A table comparing Amer- 
ican Telephone & Telegraph with 
nine other representative com- 
panies over an ll-year period 
is given below. 

A brief study of the table will 
highlight many interesting facts 
A. T. & T. has the longest dividend 
record, and its yield is equal to the 
highest. All the companies listed 
have made fantastic advances in 
relation to A. T. & T. which is 
selling at the lowest price-times- 
earnings ratio. 

Is this wide discrepancy in 
evaluation warranted? This writer 
decidedly thinks net. If all the 
facts are examined, one must 
come to the conclusion that the 
common shares of A. T. & T. are 
grossly undervalued in the present 
market. 

A study made by Capital Gains 
Research Bureau of the 25 largest 
American corporations disclosed 
that net profits in dollars advanced 
274% for A. T. & T. during the 
last 10-year period. This was the 
greatest percentage increase of the 
25 companies studied. Next was 
U. S. Steel with 224%, followed 
by I. B. M. with 218%. Other 
strong growth companies per- 
formed as follows: Gulf Oil, 131%: 
DuPont, 152%: General Electric, 
32° ; Standard Oil of N. J., 120%: 
Sears Roebuck, 17%: and Union 
Carbide, 31%. Of course, if this 
increase in profits for A. T. & T. 
had been carried directly down to 
per share earnings without dilu- 
tion, the picture would be quite 
different. As it was, A. T. & T. had 
to continuously issue bonds te 
finance its expansion program, 
and these were convertible into 
more shares of A. T. & T.’s com- 
mon stock. Because of this, the 
number of shares outstanding at 
the end of 1957 was 64.6 million 
as compared with 23.3 million at 


~——1947 (Approximate) 


Div. Adjusted Earn- Divi- 

Name of Company: Since Price ings dend 
American Elec. Power 1910 $13 $1.39 $0.42 
Consolidated Edison... 1885 28 1.90 1.60 
Florida Power Corp.... 1937 18 1.46 1.00 
Generai Telephone .... 1936 15 0.95 0.89 
Internat’ Tel. & Tel. 1951 15 0.03 Wone 
Northern States Power 1949 7 0.90 None 
Pennsylvania Pwr. & Lt. 1946 20 2.05 1.20 
South Carolina Electric 1946 8 0.74 0.50 
Virginia €lectric...... 1925 & 091 0.63 
American Tel. & Tel... 4881 472 750 9.00 


“Adjusted for stock dividends and splits 


the end of 1948. Per share earn- 


ings increased by only 32%, while 
net income increased by 274%. 
The writer believes the manage- 
ment of A. T. & T. will take 
remedial steps to rectify this 
situation. 
In 1948, Telephone’s total re- 


tained earnings and depreciation 


totaled about $297 million. It is 
estimated to be about $1,160 


million for 1958. Thus, the neces- 
sity for raising capital externally, 
which was the cause of the dilu- 


tion of the common _ shares, 
diminishes rather sharply. Tele- 
phone should generate almost 
twice as much of its needs for 
expansion in the next five years 
as it did in the last five years. 


This figure will amount to about 
75% of its expansion needs. For 
the past 10 years, Telephone’s net 
earnings have averaged $11.82 
per share. This has exceeded the 
dividend by $2.82 per year. The 
next five years should allow this 
dividend coverage to triple and 
permit a commensurate upward 
adjustment in the dividend. 
Besides comparing favorably 
with competitive investments on a 
financial and _ statistical basis, 
A. T. & T. possesses a substantial 
plus factor in its unbelievably 
vast research program. This plus 
factor is not present in most oi 
the companies with which 
. T. & T. is compared. Where 
this factor does exist, the degree 
is considerably less. Heading the 
research program is Bell Labora- 
tories. Bell is owned 50% by 
American Tel. & Tel. and 50% by 
Western Electric, a 99.82° sub- 
sidiary of A. T. & T. Bell is 
described in “Fortune Magazine’s” 
current two month series as the 
“World’s Greatest Industrial 
Laboratory.” The eurrent year’s 
research budget for Bell totals 
$180 million. About half of this 
money is suppplied by the govern- 
ment, the other half comes frem 
A. T. & T. Of this $180 million 


spent on research, about two- 
thirds is employed in non-military 
work, for Western Electric oz 


other A. T. & T. projects. 

Bell employs about 10,800 people. 
Two-thirds are professional scien- 
tists, engineers or technical aides, 
and the rest are supporting staff. 
The caliber of Belt personnel is 
renowned throughout industrial 
and scholastic circles. 

The research and development 
work in all phases of electronics, 
data processing, communications, 
radar, missile guidance, etc. going 
on at Bell Laboratories is so great 
that it is impossible to cover in 
this article. The fact that Bell 
Laboratories developed the tran- 
sistor, possibly the greatest elec- 
tronic development of recent 
decades, speaks for itself. “Fortune 
Magazine” points out that Bell 
Laboratories has had more papers 


published in the “Physical Re- 
view,” the leading journal of 
theoretical and experimental 


physics, than any other industrial 
corporation. It had 50% more 
papers published than its nearest 
competitor, Westinghouse, and 
about double the next commercial 
company, General Electric. It 
would not be too much to presume 


Continued on page 33 


—Approx. (Current)— 11-Year 

-1957 ——- Price X Approx. 

Earns. Dividend Yield ‘€arns. Price Advance 

$2.23 $1.48 3.0°. 22.5% $49 290°, 
3.44 2.4 4.2 16.5 57 110 
2.96 2.00 2.0 31.0 bu 380 
3.03 1.85 3.3 18.7 56 286 
3.12 1.80 3.4 17.4 53 280 
1.23 0.40 4.1 18.0 22 215 
3.22 2.40 4.6 16.2 52 150 
158 1.08 3.2 21.0 33 325 
1.53 0.98 2.9 215 33 325 
12.84 9.00 4.6 15.0 194 16 














This Week’s 
Forum Participants and 
Their Selections 


American Telephone & Tele- 
graph Co.—Merton S. Allen, of 
Harris, Upham & Co., New 


York City. (Page 2) 


Sprague Engineering Corp.—Al- 
bert J, Ghersen, Senior Analyst; 
Stern, Frank, Meyer & Fox, 
Los Angeles, Calif. (Page 2) 
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ALBERT J. GHERSEN 
Senior Analyst. Stern. Frank. Meyer & 
Fox. Los Angeles. Calif. 


Sprague Engineering Corporation 
The 


established success of 


Sprague Engineering Corp. is an- 
epic 
in 


personal achieve- 

fast-growing 
field of Hy- 
draulicsand 
Electronics. 

From its 
origin in 
1946, Mr. R. B. 
Sprague has 
directed the 
growth of this 
important 
manuiacturer 
of precision 
equipment to 
its ‘current 
position 
where annual 
sales volume 
approaches $9 
million. This more than. 50% 
higher than sales two years ago. 
Net profits have shown a similar 
gain in this period. 

Looking forward, it appears al- 
tegether possible that sales and 
earnings may achieve comparable 
gains, if not greater than those of 
the last two years. 

This estimate is encouraged by 
the following factors: 

(1) Commercial potential of the 
newly-developed refrigeration 
unit expected to be marketed next 
Spring. ~ 

(2) Increasing demand: for the 
company’s specialized testing and 
check-out equiyment for the mis- 
sile program. 

(3) Anticipated business from 
the airline industry. with advent 
of jet transportation. 

(4) Continued satisfactory vol- 
ume of sales to the military air- 
craft industry which has been the 


of 
young, 


other 


ment the 





Avert G, Gnersen 


is 


principal source of business to 
date. 

Based on tinese factors. alone, 
sales in the next two years could 
increase from 50 to 100% over 
1958. With commercial business 
accounting for a much larger 


share of the total, profit margins 
could widen and net earnings may 
rise proportionately. more than 
sales. 

Over the past two years (1956- 
1957) net income. per. share ol 
common stock has averaged $0.95 
Net profit in 1958 will equal $0.90 
to $1.00 a share. By the end of 
1960 earnings may -reach an an- 
nual rate equivalent to between 
$2.00 and $2.50 per share. 

The company has a simple cap- 
italization consisting of 312,000 
shaves of common stock. Long- 
term debt outstanding is modest. 
Current financial position is 
sound. 

At the company’s new plant in 
Gardena which was completed in 
1957 with a floor area of approxi- 
mately 100,000 square feet, the 
company engineers and manufac- 
tures a variety of specialized elec- 
tronic equipment used in testing, 
servicing and maintaining of air- 
craft, both conventional and jet, 
and missiles. 

Test equipment, which are 
made in standard designs and cus- 


tom units fer individual specifica- | 


Continued on page 33 % 
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Some Lessons of the 


Recent Recession 


By DR. ARTHUR F. BURNS* 
Professor of Economics, Celumbia University, New York City 
President, National Bureau of Economic Research, New York City 
Former Chairman, Ceuancil of Economic Advisors 


Economists’ economist discusses the paramount need to 
strengthen anti-recession policies as the better way to contain 
price inflation. Cognizant that improved business-cycles polli- 
cies alone are not enough, Dr. Burns suggests, nevertheless, 


several reforms including: 


(1) use of tax cuts instead of 


public spending during a recession; (2) liberalized, permanent 
improvement of unemployment insurance; and (3) inclusion 
of price level stability goal in the Employment Act. The econ- 
omist lauds the consumers as heroes during the recession and 
notes such striking features during the downturn as: the 
economy’s resilience, ability of personal income and consumer 
spending to diverge from production, wage and price inflexi- 
bility, and growth of non-price competition. 


Economic life never stands still. 
That is why opportunities as well 
as problems come our way. Every 
new economic event has lessons 
to teach us, 
sometimes 
eonfirming 
what we know 
and strength- 
ening our 
Opinions or 
resolutions, 
sometimes 
Sec Ccitin ze 
doubts or new 
inquiry. It 
may be help- 
ful therefore 
to review 
some of the 
events sur- 
rounding the 
recent recession and 

The recession had many features 
of the typical business slump of 
history. It began with a decline 
of investment commitments on the 
pert of business firms and soon 
spread over the greater part of 
the economic system. Production 
generally fell as sales diminished. 
But production fell more sharply 
than sales, since producers deemed 
wt advantageous to meet a part ol 
the current demand by drawing 
@own their inventories. Produc- 
tion fell most rapidly in the 
durable goods industries: it fell 
Jeast rapidly or not at all in the 
gpervice trades. Cancellation of 
erders and of appropriations fo 
capital expenditures became more 
frequent. Overtime work 
dwindled, the number of unem- 
ployed mounted, corporate profits 
shrank, and _ business failures 
multiplied. The aggregate output 
of our factories declined 13% in 
the course of the recession, the 
output of mines declined 17% 
construction work fell 6%, and 
railroad traffic fell over 20%. 
Other branches of production re- 
mained reasonably stable. Never- 
theless, the nation’s overall 
physical output diminished about 
6%, corporate profits fell more 
than 30%, and unemployment 
reached the highest level of the 
postwar period. From the facts at 
hand, it would seem that the 
recent decline of production was 
just about equal to the average 





Dr. Arthur F. Burns 


recovery. 





*An address by Dr. Burns before the 
10th Anniversary Meeting of the Joint 
Council on Economic Education, Wash- 
ington, D. C., Nov. 19, 1958. 
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Schenectady 


decline during the business con- 
tractions of the preceding century 
or longer. 

A business recession, however, 
has numerous dimensions, and it 
is the divergences of the recession 
of 1957-58 from the _ classical 
model that have most to teach us 
as we contemplate the problems 
of the future. 


This Recession’s Characteristics 

The first feature of the reces- 
sion that warrants special notice 
is its brevity. Although the decline 
in production was rather sharp, 
the recession was one of the very 
shortest downswings of the busi- 
ness cycle of which history has 
left a record. Economic activity in 
the aggregate began declining in 
August 1957, reached a_ trough 
this April, and since then has been 
rising again. 

Nearly every Major industry is 
now participating in the advance. 
Production, sales employment, and 
profits are improving generally. 
The mining industries have al- 
ready recovered more than half of 
the earlier decline in output, du- 
rable manufactures have recovered 
two-fifths of the decline, non- 
durable manufactures have more 
than made up the decline, and so 
also has the construction industry 
The orders flowing to manufac 
turers are again advancing and of 
late have equaled, if not exceeded, 
their sales. Construction contracts. 
both residential and nonresi- 
dential, are rising. Unemployment 
is still substantial, but the average 
length of the workweek has al- 
ready increased significantly and 
employment is also rising. There 
are, aS always, clouds on the 
economic horizon among them 
the sluggishness of our export 
trade and the excessive exuber- 
ance of the stock market. How- 
ever, taking all factors together, 
the current recovery is widely 
based and appears to have 
nomentum. 

Thus, the brevity of the reces- 
ion, the pace of the recovery, and 
its widespread character, all 
testify to the resilience of our 
economy. The fear of stagnation, 
which inhibited progress during 
the 1930s, has left us and our 
traditional optimism is again driv- 
ing the economy forward. 

This brings me to another strik- 


Continued on page 30 
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Guideposts to World Trade 


By JOHN J. McCLOY* 
Chairman of the Board of Directors, The Chase Manhattan Bank 
Advisor on Disarmament Policy to the Department of State 
Member, Draper Foreign Aid Committee 


An internationally known banker warns “we are pricing our- 
selves right out of the world market” and admonishes us to 
keep costs down, preserve the stability of our currency, and 
resist government subsidization in place of private initiative. 
Mr. McCloy declares “we have to be on our guard lest all we 
do is tax ourselves to put goods abroad that cannot be sold 
either here or abroad on their own merits, the antithesis of 
the free enterprise system.” 


i¢ issi- 
the in- 
have had 


the 
what 
we 


No matter what 
tudes, no matter 
terruptions — and 
one this year — 
is related to 
foreign trade, 
today de- 
mands in- 
creased 
energy, in- 
creased imag- 
inatron, and 
inereased 
courage. 
World trade 
has become 
more than 
ever an index 
of improve- 
ment in hu- 
man weltare 
both here and 
abroad as weil as 
tinued peace. 

It is both interesting and signit- 
icant that even in this year of 
recession, world trade will amount 
to more than $100. billion, almost 
double the volume of some 10 
years ago. This is a measure of 
growth that did not come about 
automatically. In back of it lay 
a number of circumstances, not 
the least of which were the imagi- 
nation, planning and effort of men 
in the foreign trade industry. But 
along with this and supporting it 
has been the wisdom of peoples 
acting together, chiefly through 


business, if it 





+ 


jonn J. McCloy 


a hope for con- 


enlightened policies of govern- 
ment. I hardly need call off the 


list of these policies and programs 
—the agreements’ fashioned at 
Bretton Woods; the Marshall! Plan 
and the OEEC; the European Pay- 
ments Union; and our more re- 
cent programs of mutual security 
and economic aid are among them. 

But this process of growth, 
change and challenge is never- 
ending. I cannot help but feel that 
the peoples of the Free World are 
now reaching the end 
major phase in their postwar 
progress, and they face many crit- 


of one 





*From a talk by Mr. McCloy before 
the 45th National Foreign Trade Con- 
vention, New York City, Nov. 17, 1958. 











STATISTICIAN- 
ANALYST 


College graduate, 34 years 
old, with extensive experi- 
ence desires position as 
statistician-analyst. Would 


appreciate personal inter- 


view. Please write Box 
S 1120, Commercial & 
Financial Chronicle, 25 
Park Place, New York 7, 
New York. 





as 


they start for- 
We are like the 


ical decisions 
ward on another. 
climber who, having reached a 
plateau, must inevitably gather 
‘trength as he moves toward the 


next stretch of the mountain. 
There is in this process, as 1n 
every man’s life, always another 


peak to assail. 

Thus in Europe we find six 
ereat trading nations banding to- 
vether in the beginnings of a com- 
mon market—a venture that car- 
ries far-reaching implications for 
all the nations of the Free World, 


including ourselves. And across 
the channel we see _ Britain, 
stronger and better poised eco- 


nomically than at any other time 
in the postwar period, pressing 
with others for an extension of the 
free trade principle into a wider 
area. Then moving on tosethe Mid- 
Kast and to Latin America, we see 


pending still other forms of re- 
vional cooperation, initially 
through Development Banks, to 


be followed later perhaps by re- 
gional common markets. What 
should be the attitude of Ameri- 
can business toward these devel- 
opments? Should we continue to 
support and encourage them, even 
though they mean adjustments, 
not always easy. in our Own posi- 
tion? And how shall we view 
proposals to enlarge the resources 
of international institutions in 
which the United States plays a 
major part—the World Fund and 
Bank, or our own Development 
Loan Fund? Are we creating too 
many agencies for our Own good 
and for the world’s? Is our policy 
in respect to them adequately co- 
ordinated? 

These are questions that defy 
simple answers, and I shall not 
even attempt to advance my own 
views on them. I would only offer 
two rather simple guideposts: 


Offers Two Guideposts 

First, the perspective of 
time, I feel confident that the 
present will eventually be seen 
to have been a period in which the 
economic interdependence of the 
Free World greatly increased. The 
tremendous advance in communi- 
cations, in the art of warfare and 
in the ability to employ nature’s 
materials for the benefit of man- 
kind are all pressing us forward 
in that direction. It will thus be 
necessary for us to become more 
expert, imaginative and effective 
in this field. We have to free 
ourselves even more from the re- 
strictions of narrow self-interest 
as we assay the techniques which 
we and others devise for working 
more closely together. 

But, secondly, within the frame- 
work of this interdependence, we 
Americans are dedicated io a 
maximum participation in eco- 
nomic life through the medium of 
free enterprise. We should oppose 
intervention by government 
where it is not clearly necessary. 
It has been said that the function 
of government is to influence the 
economic climate and not to ration 
the raindrops. Thus we _ should 
work for governments everywhere 
to facilitate the assistance which 
private enterprise can bring to 
their peoples — through invest- 
ment, technical know-how and the 
unleashing of creative energy that 
is bound up with self-interest. 
Compared to government-to-gov- 
ernment transactions this field is 
still largely undeveloped. 


over 


The Commercial and Financial Chronicle . . 


Competitive Cost Pressures 

Frequently I find the most avid 
proponents of the free enterprise 
system pressing for ever greater 
government appropriations with 
ever greater restrictions on where 
the goods may be purchased. We 
have to be on guard lest all we 
do is tax ourselves to put goods 
abroad that cannot be sold eithe: 
here or abroad on their own merit 

the antithesis of the free enter- 
prise system. We have to face the 
fact that in many lines we 
pricing ourselves right out of a 
vorld market. It is up to us to 
make it clear to al] that we have 
to keep prices and costs down, we 
have to make better products and 
we have to work harder and long- 
er to make them. There are dis- 
concertingly large numbers of 
people in the world who are work- 
ing harder than we, and they are 
rapidly achieving a comparabk 
know-how. I have referred to Eu- 
rope but we are all aware of the 
tremendous strides Russia _ has 
made in industrial development. 
We no longer stand out the 
single great supplier of goods that 
we were in the early postwar pe- 
riod. I do not deplore this. This 
is an objective which we sought 
to bring about. We set out to re- 
build the industrial strength of 
the Free World and this has large- 
lv been done. Now we have to 
maintain our place in world trade, 


are 


as 


with reasonable but limited help 
from government to be sure, but 
far more importantly with ou) 
own ellorts, 

I think it must be said that we 


as a people, our whole nation, are 
in a great new testing period, a 
period in which all our institu- 
tions are challenged by powerfu! 
new forces, both political and eco- 
nomic. It incumbent upon all 
of us to respond to this challenge 
to develop a sense of personal 
responsibility for the harmonious 
working of the society of which 
we are a part 


Is 


Our Balance of Payment Problem 

We need to face squarely up to 
and dissipate the influence among 
us of pressure groups which dis- 
turb our political and economic 
balance. We are rapidly approach- 


ing, if we have not already 
reached, a balance of payment 
problem of our own. We even 


have a large number of our friends 
inquiring about the stability of 
our currency. Without a sound 
dollar not only our trade but the 
Whole world’s trade—and I dare 
say its whole welfare—is in real 
jeopardy. We need a greater sense 
of our own responsibility to these 
things and | firmly believe we 
need to work and to think harder 
in regard to them. What we need 


is not more leisure—the question 
is whether we can afford what 
we have. Otherwise we shall be 


unable to maintian our position as 
the symbol of freedom throughout 
the world. 

All this goes beyond the func- 
tion as organizers of trade be- 
tween nations, and yet it is a part 
of it. Our businesses are a key 
aspect of the face our nation pre- 
sents to other peoples. Americans 
everywhere must accept in this 
new testing period increased re- 
sponsibility for leadership. We are 
in an increasingly complex and in- 
terdependent world and the chal- 
lenges it induces demand more, 
rather than less, of our energy and 
character, even if it entails some 
work on Saturday or a later train 
to suburbia. 


Baker Director 


The board of directors of Rob- 
ertshaw-Fulton Cortrols Co., at 
their meeting in Richmond, Va., 
elected John D. Baker, Jr., senior 
partner of Reynolds & Co., New 
York, to the control] firm’s board. 

Mr. Baker replaces Thomas F. 
Staley, a Robertshaw-Fulton board 
member since 1947 whose resigna- 
tion was accepted at today’s meet- 
ing. Mr. Staley explained that he 
took the action because of the 
pressure of business commitments 
elsewhere. 
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From an Itinerant Notebook 


Of A. WILFRED MAY 


The following items were ac- 


quired by Mr. May during a recent 
trip through the Far East. 
Highlighting the fanning-out of 
Red China's expansion beyond ba- 
her 


insurance 


activities 
field 


sic trade items are 
way out in the 
Two Peiping 
companies, the 


China Insur- 
ance Co. and 
the Mingan 
Insurance Co., 
have organ- 
ized local 
branches in 
Hong Kong 
for the cap- 
ture of inter- 
national busi- 





ness from the 

long-en- 

trenched Brit- yi 4 
ish and othe) A. Wilfred May 
units. 


China’s successful wedging into 


new markets via price-cutting is 
well demonstrated on the cement 
front in Hong Kong. In 1953 she 


imported no Chinese cement at all. 
When China began exporting 
cut-rate cement they were simul- 
taneously importing the product 
at higher prices from Japan 
surely a dumping operation under 
any definition of that oft-abused 
term. By 1956, China’s share com- 
prised 37.4% of the total imports 
of that product: it has since grown 


to a full 50° —with the Japanese 
crying “help.” Thus far this veai 
such imports are 28° ahead ol 
1957. 1957-1958 percentage in 


creases in HK dollar shipments o! 
other products are: newsprint 70‘, 


and diamonds (cut and polished 
114°; 

This notebook was fortunat 
enough to be in Bangkok during 
the Oct. 20 coup detat. Thailand, 
with her $225-million rice crop, 
has been a prime target for Red 
China pressures: one of which, | 
found, consisted in the Peiping’s 
furnishing of extra-cheap news 
print to newspapers which are 
sympathetic to her Communist 
line. 

Some of the barter deals xet 
fancy indeed! There have been 
such 3-way arrangements involy- 


ing China, Ceylon, and Burma, for 
the juggling around of rice and 
rubber. The rice goes from Burma 
to Ceylon, having been bought o1 
bartered from Communist China, 
to fulfill a dea! between Ceylon 
and China in rubber and rice. One 
of such major deals didn’t work 
out because of the Communists’ 
falling-down on the quality and 
time of deliveries, and their arbi- 
trary hold-up on payments. At 
the last moment Peiping tried to 
force unwanted goods as their part 
of the payment. Shades of Mos- 
cow's shenanigans—of the past(? ). 


Malaya is getting into “the big 
trade swing” with both China and 
the Soviet. She is now buying 
more goods from China than from 
Hong Kong, and is the third larg- 
est consumer of Malayan rubber. 
And Soviet trade with Malaya has 
grown spectacularly during recent 
months — Moscow’s direct pur- 
chases of rubber from there being 
greater than at any time in history 

almost four times greater than 
last year. Politics is again defi- 
nitely in the act; with the USSR 
aiming to establish a trade mis- 
sion there—as a typical wedge for 
diplomatic representation and the 
arrival of Russian technicians. 


The Philippine attitude toward 
trade with a communist country 
shows how to insert a wedge to 
get concessions out of the United 
States. Philippine trading with 
ted countries is barred by rigid 
national policy—implemented by 
the imposition of licensing re- 


quirements on all imports and ex- 


ports. But the potential advan- 
tages of Commie trade to needed 
sugar exports is continually pro- 


claimed by a vociferous minority 


in end out of the legislature. Al! 
this adds up to officialdom’s point- 
ing out to visitors the need fo: 
more American trade ne-way ) 


and aid: our shortcomings in this 


7 


regard allegedly “starving” the 
opposition, which we Gesire, to 
Commie trade. 

Interesting is the Moscow-Pei- 
ping partnering in political ma- 
neuvering in a growing number 
of areas. Outstanding is the case 
of Indonesia, a country vulner- 
able because of low national in- 
come, a high disease rate, the 
seizure of Dutch enterprises last 
year, and the rebellion which 
erupted this year. Moscow came 
into this juicy situation in Feb- 
ruary of this year with a $100 
million grant to the Jakarta Gov- 
ernment for a 12-vear term for 
“development assistance.” And 
then along came Communist China 


with a three-year credit extension 
to settle a $16 million unfavorable 


trade balance, along with $20 
million more in loans for the pro- 
motion of light industry. In the 


face of the growing speculation- 


mostly in the West —about the 
possibility of a Moscow-Peiping 
rift, there surely are iny evi- 
dences of pulling-together in the 
economic-political ar: nm the 


spot.” 


Kahn Elected Director 


Of Hertz Foundation 
Hertz 


Found: - 
Herman 


iInvest- 


The Fannie and Jol 
Engineering Scholarshi 
tion has announced tl 
H. Kahn, partner in 
nent banking 
firm Leh- 
man Brothers 
been 
elected a di 
rector of the 
Foundation. 
Vir. Kahn 
also a director 
of Avco Manu- 
facturing Cor- 
poration, Day- 
ton Rubber 
Company, 
Fruehaut 
Trailer Com- 
pany ana 
Sutheriand 
Paper Company. The Hertz Foun- 
dation has granted 27 scholarships 


ot 


nas 


is 





merman rit. Kann 


for the current year. The founda- 
tion was established last year by 
John D. Hertz, founder of the 
Yellow Cab Co. and the Hertz 
U-Driv-It System, to devote the 


entire family fortune to the train- 
ing of needy and qualified young 


men and women in engineering 
study. 

Mr. Hertz created the Founda- 
tion in gratitude to the country 
which allowed him to cumulate 
it. The Foundation vithin the 
needs of the students is em- 
powered to make grants for sus- 
tenance as well as tuition and 
othcr school expenses, with the 


condition that the recipients place 
their skills at the disposal of the 
United States Government in the 
event of national emergency. 


Exchanges to Close 
Friday After Xmas 


The New York Stock Exchange 
has announced the exchange wil! 


be closed Friday, Dec. 26. It will 
remain open, however, On 
Wednesday, Dec. 31 and Friday, 
Jan. 2. 

The American Stock Exchange 
has also announced it will he 


FC 


closed on Friday, Dec. 2 
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State of Trade 


Steel Production 
Electric Output 
Carloadings 
Retail Trade 
Commodity Price Index 


| Food Price Index 
Auto Production 


| and Industry 


Business Failures 





The automotive industry last week increased its output of cars 
perceptibly following a strike oi white collar workers at Chrysler 
Corp. anc a walkout at The Budd Co. plant at Gary, Ind., a supplier 
of underbedy components for Rambler, the week before. The 
increase in the number of cars turned cut amounted to 20% and 
truck output advanced bv 2%. 

As for steel production, “Steel” magazine this week reported 
that it now appears that the steelmaking rate of 75% of capacity 
for the prior week is near its 1958 peak. Steelmakers in October 
were anticipating a rate of about 85% before the close of the year. 
It pointed out that automakers were committed to a lot of steel 
before strikes over local issues halted production. As a conse- 
quence, delayed shipments accumulated at steel plants and one 
company estimated that finished steel stocks increased by 700,000 
tons in October alone. 

Electric kilowatt output rose sharply the past week in keeping 
with the season and total retail trade for the country slightly 
exceeded that of a year ago. It was observed that noticeable gains 
over last year were recordec in the sales of household goods and 
food products which offset light declines in wearing apparel. 

In a survey made by Dun & Bradstreet. Inc. it disclosed that 
business executives are more optimistic over sales prospects for 
the first quarter of 1959 than at any time in the past three years. 

Of 1.548 executives polled, 72% forecast higher sales in Janu- 
ary, February and March than in the first three months of 1958. 
Only 4% predicted declines. 

This overwhelming belief that sales will be up in the first 
1959 auarter refliects a more optimistic viewpoint than Dun & 
Bradstreet has uncovered since late 1955. 

Retailers were particularly hopeful of beating their year-ago 
sales figures 

A larger provortion of retailers expected year-to-year sales 
gains in 1959's first quarter than in any other major classilication, 
Dun & Bradstreet added. Three months ago this was the least 
optimistic of the groups polled, it noied. 

The ijiob situation in the week ended Nov. 
United States Department of Labor, shows that the 
workers drawing unemployment compensation rose for 
time since mid-July. 

The 18,700 increase from the week before brought the total 
to 1.719.100. Tae agency attributed the rise to employment cuts in 
seasonal industries and commented it was normal for this time of 
year. The rate of insured unemployment was 4.1% of those 
eligible in the latest week, up from 4° the week before and 3.3% 
the like week a vear ago. 

In the week ended Novy. 15, new claims for unempioyment 
compensation benefits froin idle workers, a measurement of lay- 
offs. declined by 9,300 to 291,000. A year ago, new claims dropped 
7.400 to 301,500. New claims totals are available for a later week 
than tnose on the number of workers drawing compensation be- 
cause claims generally precede payments by a week 


}, according to the 
number of 
the first 


jers are reflecting the growing strength of the econ- 


Steel o: 
omy, “The Iron Age,” national metalworking weekly, reported 


yesterday 

It declared that more steel buyers apparently are convinced 
that the business recovery is the real thing. Some mills report 
that steel sheet orders are better than they have been all year. 
Orders for January delivery were described by one mill as “very 
heavy.” 

Some of the increased business is coming from the automotive 
industry, particularly sheets and bars, but a much broader cross- 
section of the economy is getting in on the act. 

“It's beginning to look more and more as though business is 
finally snapping out of its negative frame of mind,” this trade 


Continued on page 36 
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From Stitches to Riches 


By DR. IRA U, COBLEIGH 


Enterprise Economist 


An updated account of a company that has uniquely applied 

effective salesmanship and advertising to the distribution of 

sewing machines and vacuum cleaners with exciting and profit- 
able results—Atlas Sewing Centers Inc. 


Some of the most outstanding 
success stories cf corporations in 
America are essentially sagas of 
salesmanship—-lIi:ternational Busi- 
ness Ma- 
chines, Na- 
tional Cash 
Register Co., 
Stanley Home 
Products, Inc., 
Avon Prod- 
ucts Ine. and 
Fuller Brush 
Co., etc. An- 
other up-and- 
coming enter- 
prise follow- 
ing dynami- 
cally in the 
footsteps’ of 
these leaders 
is Atlas Sew- 
ing Centers Inc., which has now 
become the second largest retailer 
of sewing machines in the United 
States, with sales running at an 
annual rate of above $16 million. 
In eleven shor: vears this eager 
enterprise has come from scratch 
and an original corporate invested 





Ira U. Cobleigh 


capital of only $17,500 to an or- 
ganization with fifty outlets 
(coast-to-coast along Southern 
United States), over 1,400 em- 
ployes and a_ sales drive that 


hasn’t been equalled since Fuller 
Brush started viving away free 
samples to open reluctant doors, 

The business formula at Atlas 
Sewing Centers is quite simple. 
They don’t clutter up salesman- 
ship with a lot of diversionary 
items; they stick to selling, in the 
main, just two items, sewing ma- 
chines and vacuum cleaners. Sew- 
ing machines account for the 
lion’s share of sales (about 80% ). 
The product is the “Atlas” brand 
built under patents (and with 
dies) owned by the company, and 
to its own speci/sications, in Japan. 
Ninety-five percent of the sewing 
machines offered retail in the $150 
price range. The vacuum cleaner 
line is also presented under the 
“Atlas” brand rame and is built 
to Atlas specifications by Landers, 
Frary & Clark, renowned Yankee 
machine craftsmen of New Brit- 
ain, Conn. Ninety-five percent of 
the vacuum cleaners sell in the 
$120 price range. 


At Atlas, they don’t exactly 
wait till a prospect ambles into 
one of their branch offices looking 
for an appliance. On the contrary, 
they have developed a technique 
of energetic advertising programs 
so that the great majority of sales 
prospects are those who have 
responded to ads. There is no 
“cold canvassing” and the over 
800 salesmen are supplied with 
about five “leads” a day—people 
who have already expressed some 
interest in Atias products. Most 
sales are actually closed in the 
customers’ homes. After respond- 
ing to newspaper, direct mail, 
radio or TV advertising, the pros- 


pect receives from the salesman 
enlightenment respecting the 
quality, efficiency and value oft 


Atlas machines: and the ultimate 
sale is facilitated by a time pay- 


ment plan involving 15% down 
vend the balance in 12 to 18 


monthly instalments. Since sales 
efforts have been concentrated on 
the middle income group, collec- 
tion experience on time payments 
has been excellent, with credit 
losses amounting to less than 1% 
over a ten year period. 

The words “sewing center” may 
be a bit confusing, as from that 


you might imagine a bevy of 
housewives assembling to mass 


produce a batch of aprons, blouses 
or curtains, buzzing with gossip, 
and belting the coffee pot while 


they keep each other in stitches. 
Atlas Sewing Centers are defi- 
nitely not like this. They are ac- 
tually efficiently run stores with 
a manager, and his assistant, a 
service manager, four in clerical 
personnel, two field service men, 


and seventeen salesmen. Sales- 
men are on a commission basis. 
(A credit manager has recently 


been added to outlet personnel). 

The overall effectiveness of this 
Atlas plan is best illustrated by 
the amazing record of company 
growth. For the fiscal year end- 
ing 5/31/54, net sales were $3,- 
318.003. For fiscal 1958 sales had 
rocketed to over $13 million: and 
they are certain to show another 
leap in 1959. Net earnings have 
followed suit, rising from $103,000 
in 1954 to $807,000 in 1957. (1958 
was lower at $545,000 due to a 
managerial decision to provide for 
much higher reserves on accounts 
receivables. ) 

For the future, the projections 
are most interesting. Mr. Herbert 
Kern, President, expects annual 
net sales of above $50 million 
within the next decade. To im- 
plement this optimism, Atlas is 
planning to open new outlets at 
the rate of one a month and new 
stores are already scheduled for 
opening this year in Havana, 
Cuba; Minneapolis, Minn. and 
Columbus, Ohio. Further, in areas 
where it has no immediate plans 
for outlets, it has franchised dis- 
tributors who heve exclusive 
rights to sell Atlas products, and 
benefit from sales and promo- 
tional guidance turnished by Atlas 
executives. 

Finally, the company has 
launched a broad program of di- 
rect mail sales of an assortment 
of household merchandise (silver 
flatware, aluminum utensils, etc.) 
at favorable prices and on an at- 
tractive ten payment plan, to its 
old customers, Atlas already has 
a half million contented customers 
on its books, who are familiar 
with Atlas products, and have 
proven faithful and denvendable in 
completing their instalment con- 
tracts. And over 12,000 new cus- 
tomers are being added = each 
month. All of these facets of cor- 
porate expansion suggest a con- 
tinuation of the quite remarkable 
growth rate of Atlas Sewing 
Centers Inc. 


e 
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About finances, the major prob- 
lem has been previding the credit 
for the steadily rising volume of 


instalment sales. Bank loans are 
regularly called upon: and, to en- 
large working capital, the com- 
pany offered publicly $1,000,000 
of 6'2% Convertible Subordinated 
Debentures due 1973 in March of 
this year. These bonds contained 
a quite generous provision per- 
mitting conversion into Atlas 
common at $6.25 a share (which 
was a bit above the market price 
of the common at the time). Since 
then and, on the baiss of earnings 
running now at well above $1 a 
share, and with a 50 cent cash 
dividend, the common has at- 
tracted a considerable following. 
It has sold recently as high as 
13°34, which occurrence sent the 
bonds rocketing past 215 and in- 
duced a substantial amount of 
conversion. At Oct. 8, $476,400 
par amount of debentures had 
already been converted bringing 
the then outstanding total of com- 
mon shares to 670,224. Full con- 


version of all bonds, plus the 
exercise of all warrants and 
options outstanding, would in- 
crease outstanding common to 


813,433 shares. Both the common 
and the debentures are traded in 
the Over-the-Counter Market. 
The common is quoted at around 
13%2., 

There can be no doubt that 
Atlas Sewing common qualifies 
as a growth security. The growth 
here, however, does not depend 
on extensive research as in a 
chemical or electronic enterprise. 
Instead, corporate growth is based 
on expansion of the number of 
retail outlets and on good old 
fashioned salesmanship — an art 
that has gotten badly sidetracked 
in the postwar era, except perhaps 
in house to house selling, and in 
life insurance. Mr. Leo Kern, 
Board Chairman, and Mr. Herbert 
Kern, President, have, in 11 years, 
turned in a remarkable perform- 
ance in salesmanship and the 
training and building up of an 
effective sales organization. These 
gentlemen are enthusiastic execu- 
tives, are the largest stockholders 
in the company and their shares 
are now worth several million. 
They are not only eager to make 
Atlas Sewing Centers Inc. a major 
merchandising organization, but 
they are definitely stock-minded. 
They want to see the common in- 
crease in earnings, dividends and 
market price. The more than 1,250 
stockholders, who are the Messrs. 
Kerns’ partners in Atlas Sewing 
Centers, have fared -well with 
their stock this year and they 
have much reason for viewing the 
future of their enterprise with 
confidence. This is no “so-so” 
company! 


We are pleased to announce that 


CARMAN 


G. KING 


has been elected a director of 
ANNETT & COMPANY LIMITED 
Members: 


The Investment Dealers’ 


Association of Canada 


and admitted as a partner of 


ANNETT & 


COMPANY 


Members: 


Toronto Stock Exchange 


335 Bay Street, Toronto 


Telephone: Empire 2-1485 
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Some Political Implications of 
Our For2ign Economic Policy 


By HON. ROBERT MURPHY* 
Deputy Under Seeretary for Political Affairs 
U. S. Department of State 


Top State Department economist notes U.S.S.R.’s resort to 
indirect aggression to accomplish its world objectives and its 
delibcrate “tactics of intentional confusion and psychological 
manipulation to set the stage for penetration and expleitation.” 
Mr. Murphy depicts the choice confronting underdeveloped 
countries, in their revolt against misery and poverty, as one 
between Communism and our own western system of individual 
liberty. He hopes they will have patience to adjust their growth 
and development to the normal time lag. Concludes by point- 
ing out how we have been responding to free world financing 
needs and, for example, reports that our Development Loan 
Fund in its first six months of operation had application for 
loans totaling over $2 billion as against an appropriation of 
$700 million since last January. 


The purpose of our foreign eco- 
nomic policy is the promotion of 
world trade and production and 
ilow of international investment, 
As in the case 
of our politi- 
cal policy, ou 
purpose is to 
promote the 
welfare and 
security of the 
veople of the 
United States 
as well as 
friendly peo- 
ples through- 
out the world. 
AS a concomi- 
iant our pur- 
pose is to 
promote the 
independence 
und stability of the governments 
of the free world. This is of 
course not a new doctrine. It bas 
been stated in different ways on 
a number of occasions, in the At- 
lantic Charter and in our guide- 
lines for the United Nations and 
its related organizations in the 
cconomic: field. I believe on bal- 
ance that it represents the senti- 
sent of the American people. 

Perhaps never before in world 
istory has the interplay between 
| olitical and economic factors 
een as close and important as it 


Hon. Robert Murpry 


is in the world today. Political 
seps are taken-by nations for 
cvonomie reasons and economic 


.<eps for political reasons. Among 
ese factors the Soviet Union 
with utter frankness demonstrates 
Liat virtually all its economic 
i ves ave made for political rea- 
:ons. Chairman Khrushchev has 
cently said to a United States 
visitor: “we value trade least foi 
*2onomic reasons and most foi 
<q litical purposes.” To some ex- 
ent this has been true throughout 
istory. From ancient times, it 
!as been a common strategem in 
.abjugating an enemy to starve 
.m, to cut off his water supply, 
iis trade routes, to deprive him 
: f fuel, or by any other non-lethal 
economic means” to defeat him. 
"“he blandishment of gifts and 
| -ibute has at times played a very 
.mportant part in this. pattern. 
“eonomic warfare in time of war 
i} as not been unknown to our own 
«vuntry. 
It might be useful to ask our- 
:alves — in just what kind of 
olitical-economic situation do we 
ind ourselves: a pepularity con- 
st with the Russians to win the 
love of the “uncommitted world?’ 
knock-down drag-out fight to 
rove the superiority of commu- 
tist economic statism over free 
«aterprise capitalism in a world 
here there is room for one or 
ihe other but not for both? Or 
ome twilight sort of “economic 
« vexistence?” 
On the one hand, Mr. Khrush- 
‘hev militantly states to an Amer- 
an visitor, “We deelare war 
*An address by Mr. Murphy before 


te First General Session of the 45th Na- 
mal Foreign Trade Convention, New 





York City, Nov. 17, 1958. 





upon you in the peaceful field of 


trade....A war that we will win 
over the United States.” At an- 
other time he declares, “To the 
slogan that says ‘Let us arm, we 
reply with the slogan ‘Let us 
trade.’”’ Sometime later he writes 


a long letter to the President sug- 


gesting closer trade relations be- 
tween Russia and the United 
States, with a large credit from 
us to facilitate it, and Mr. Mi- 


koyan states that he “Is confident 
that with the establishment of 
normal trade relations a signifi- 
cant forward step will be taken 
along the road leading to the 
establishment of cooperative rela- 
tions between the Soviet Union 
and the United States.” That 
there are strict limits to these 
“cooperative relations” is later 
shown by Mr. Khrushchev’s in- 
dignant statement that Russia 
will give “Not a Kopeck” to any 
joint venture with the West to 
relieve economic distress in the 
rest of the world. Khrushchev 
takes advantage of this opportu- 
nity to charge us with an attemat 
to enslave the rest of the world 
through our economic programs 
An. easy conclusion to be drawn 
from all these conflictine Seviet 
declarations is that they make up 


a tabrie of standard commumist 
tactics of intentional confusion 
and psychological manipulation 


to set the stage for penetration 
and exploitation. This sort 
smoke sereen for operations which 
are carefully planned and foeused, 


of 


and are anything but confused, is 
what we have learned to expect 
of a shrewd, clever and evnieal 


opponent, 


We Faee a Massive Challenge 

The Soviet program behind the 
smoke screen constituies a mas- 
sive challenge to U.S. policy from 
the forces of communist imperial- 
ism. Faced with nuclear deadlock, 
the Soviet Union turned to in- 
direct aggression to accomplish its 
world objectives. Economic pene- 
tration and influenee are key cle- 


ments in its tactics. 

Immediately after World Wa: 
Il, the Soviets consolidated their 
economic. pesitie:n through force. 


No sooner had the smoke of battle 
cleared in 1945 tham the Sovict 
Union recegnized easy epportu- 
nities for “economic cooperation” 
with its “friends” in Eastern Eu- 


rope. First through. the disman- 
tling of plants, the taking of 


reparations, the operation of the 
so-called joint stock companies, 
and especially through the dicta- 
tion of terms of trade overwhelin- 
ingly favorable to itself, the So- 
viet Union was able to milk the 
satellites of an incalculable 
amount of real wealth. This yield 
of nourishment from economic co- 
operation enormously § strength- 
ened the Sino-Soviet capacity to 
dispense aid later in underdevel- 
oped areas, a type of “robbing 
Peter to pay Paul” operation. But 
it could not go on forever, and the 
pattern of outright exploitation 
had to be revised in recent years. 
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The Soviet share in the joint stoc! 
companies Vv “sold” to the 
lite countries on lome-term credit 


us satel 


The period 1956 and 1957 wit 
nessed a massive injection of So 
viet economic assistance and re 
lief. This change of policy was 
forced on the USSR by political 
considerations. It is neteworths 


also that most Seviet assistance to 
the satellites followed on the hee) 
of the Hungartan uprising and the 
change of reginoe in Poktand whici 
occurred in October, 1956. The« 
Sovict leaders apparently realized 
that the economic sins of the past 


must be atoned for if Soviet po 
litical control over ihe area was 
to be maintained. 

The Soviet Union today play 


an overwhelming role in the for- 
eign trade of each of the satellit 
countries, and since its foreign 
trade looms so large in their total 
economy, the Soviet Union has 
been obliged to make long-term 
commitments through 1965 to 
each of the satellite regimes. 

This has led to the further 
velopment of that bloe sclf-sulfi 


cle 


cieney which the late Joseph 
Stalin armed at in 1952. Its sell 
contained nature is well illus 
trated by the fact that in 1957 
three-fourths of - Russia entire 
foreign trad vas conducted 
ithin the bloc. 


U.S.S.R. Tries to Drive a Wedge 
The next 
its 

Bloe w: 


as 


consolidation 
ithin 

stor 

West 


ol at 


slep to 


ol hard- 


the 
the 


core position \\ 
for Russia to 

citadel of capitalism in 

erp Europe by every 
tempt pokitical 
penetration, and to drive a wedes 
beiween the United States and. its 
allies and friends. Moscow dan- 
gicd the bait of vast and mutuatby 
profitable exchanges. In the carts 
years of Sovict history, trade tm 

gotiations were used devies 
to achieve respectability Shoe 
World War 1]. Soviet talk about 
East-West trade has been 
stantly used in a futile attempt to 
disrupt the Western alliance 
its svstem of strategic trade cot) 

trols. In 1952. the year that Stalin 
enunciated the goal of commu- 
nist Bloc, self-sufficiency, the So- 
viets organized a so-called “Wortd 
Economic Conference’ in Moscow, 
using as their propaganda theme 


sort 


and economt 


on4 
«all 


as al 


cor 


cod 


the tremendous potential volume 
of trade between East and West 
Soviet leaders lately have’ re- 
turned to this approach to Free 
World Countries, generally on 
terms favorable to the Soviet 
Union. 

The attempts to subjugate 
Western Europe and to drive a 
wedes between the United States 
and its friends thus far hav 
iailed. <A further possibility, ol 


course, was to attempt to neutral 


ize or alienate from the West the 
uncommitted or less developed 
countries in other parts of the 
world. The story of Soviet ma- 
neuverings in Asia, the Middle 
East, Airica, and Latin America 
is too complicated and devious for 
me to deal with here. Let me 
merely mention the example of 


Yugoslavia where the Soviets and 
The Bloc—especially the Chinese 
—have gone through every stage 
of the het and cold of politieal- 
economic warfare, promising one 
day and taking away the next. Let 
me also mention the example of 
sturdy Finland, another target of 
direct economic pressures by the 


USSR. Less apparent perhaps 
but no less coercive is the story of 
Soviet relations with the UAR, 


and initial efforts in Morocco. 
Latin America today is a tempting 
target. 


Who Are Today's Imperialists? 
Is this imperialism or not by a 
government which claims that we, 
the Ameriean, and The West are 
imperialists? The pages of Wesi- 
ern history may not be spotless, 
but it cannot be said that we have 
not learned. How many Soviet 
aid programs, by candid analysis, 
can be show.: to have the objec- 
tive of merely helping less fortu- 
Continued on page 31 
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Long-Range Outlook for Steel 


By CHARLES M. WHITE* 
Chanman of the Board, Republic Steel Corp. 


Steel leader forecasts: (1) 163 pound per capita increase in 

steel capacity by 1978 which means, in terms of rising popula- 

tion predicted, about 69 million tons over teday’s capacity of 

140 million tons; (2) displacement of blast furnace by other 

precesses; and (3) overwhelming problems of meeting capital 

requirements because of inflation. Offers three point program 
to end the preblem of inflation. 


What yardstick can measure the 
potential of the steel industry in 
the next two decades” 

Today, we have an annual steel- 
Maniug Capac- 
ity of 1,637 Ibs. 
per capita, and 
consumption 
of steel has 
been rising 
faster than the 
population. In 


20 years we 
will probably 
need 1,800 Ibs. 


of capacity per 


capita. If this 
is true, and if 
our. popula- 
tion reaches 
the. middle- Craries wt. wa.te 
oround esti- 
mate of 230 million in 1978, the 
steel industry in that vear will 
need a capacity of well ever 200 


million tons, a whopping increase 
of better than 60 million tons ove! 
today. It would mean, in fact, an 
average increase of about 3 mil- 
lion tons of new capacity per vear. 

Many factors could ci ange this 
trend, pushing it down, or even 
raising it higher. But this seems 
like a reasonable bogey to aim at. 

In addition to gross inereases in 
capacity, changes in steel industry 
technology are likely to accelerate 
during the two decades ahead. 
While l am gazing into the crystal 
ball, L may as well stick my neck 
out and discuss some interesting 
probabilities. It pains me to. say 
because I'm a blast ‘furnace 
man. and I feel about them as an 
engineer feels about steam en- 
gines. But I think 20 vears from 
now, because of technological 


SO, 


changes sueh as R-N, the _ biast 
furnace may be deelinmg in im- 


portanec. Increasing in importance 
will be electrics, oxygen convert- 
ers and pneumatic processes. 

Every phase of steelmaking and 
finishing will be subjected in- 
tensive research, and as we, learn 
more about the physieal and met- 
allurgical problems involved. the 
automation of large volume. proe- 
will aecelerate. Eventually. 
computer control of processes will 
take much of the guesswork out of 
steehnaking, and lead to marked 
improvement in quality and a cor- 
responding improvement in effi- 
cieney 


+ 
to 


esses 


Beeause these changes will take 
place slowly, there will be com- 
paratively little manpower dis- 
placement. Instead, there will be 
a slow but steady decline in un- 
skilled jobs, a parallel increase in 
skilled jobs, and a continuing in- 
crease in productivity. 

This improvement in productiv- 
ity is crucial. It is the key to bet- 
ter carnings, better. wages, and a 
rising standard of living. 


Problem of Capital 
Many problems will develop as 
we move ahead, but there is one 
that overshadows all others, and 
it seems to loom larger as we gaze 


up the slope of the years. That 
problem is capital. 
The steel industry as we know 


it today was built at an average 
of a little over $70 per ton of ingot 
capacity. Yet it would be practi- 
cally impossible to build a large, 
intergated steel mill today for less 
than $300 per ton. The present 
cost trend is still upward, but let’s 


suppose it stabilizes at’ $350 per 
ton of new capacity. If we build 
From a talk by Mr. White before a 


Group ef Civic Leaders and Business- 
men, Birmingham, Ala., Nov. 18, 1958. 
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3 million tons of new capacity im 
the average year, the steel indus- 
try will have to find some $20 bil- 
lion in new capital between now 
and the end of 1978. That would 
be an average expenditure of over 
$1 billion per year. 

It is possible, of course, that 
technological changes leading te 
lower capital costs will bring these 
costs closer to earth, but there is 
no guarantee that this is so. And 
there is very little chance that any 
drastic capital economies will be 
achieved by the mid-’60’s. Where 
does that leave the steel compa- 
nies that must launch major 
expansion programs before the 
mid-’60’s if the economy grows as 
expected? 

The best way I know to answer 
that question is to use Republic as 


an example. Having just com- 
pleted a $200 million expansion 
program, and being deeply in- 


volved in laying long-range plans 
for the next one, I just happen to 
have some figures at my fingertips. 

Our next major expansion pro- 
will cost not less than $500 
million, and probably as high as 
$750 million. For comparison, the 
series ol major expansion pre- 
grams we have carried out sinee 
Repubhe Steel was incorporated 
in 1930 totals somewhere in the 
neighborhood of $900 million. 

To contemplate expenditures of 
this magnitude requires careful 
planning. But more impertant, it 
requires a healthy and prosperous 
industry, and. company earnings 
that will justify both heavy bor- 
rowing and the sale of common 
stock. 

In my opinion, these conditions 
can be satisfied if inflation can be 
controlled, and inflation can be 
controlled if we mix hard work 
with a little common sense. 


2raimi 


Three-Point Program 
There are many contributing 
factors to inflation, but if we can 
make substantial progress in three 


specific areas I think we'll have 
the problem licked. 

First, we need economy in gov- 
ernment. This is the only sure 


road to realistic tax reduction, 
and an improvement in incentives 
for both individuals and com- 
panies. 

Second, we need to improve the 
efficiency of our production ma- 


chine. We have made great prog- 
ress in this area, but we must 
work harder than ever in the 
years ahead. 


Third, we need greater coopera- 
tion between labor and manage- 
ment to hold down wage inflation 
We've made some progyess in this 
area, but not nearly enough. Pro- 
ductivity in the steel industry, for 
example, has been increasing at 
about 3% per year since the war, 
while wages have been increasing 
at about 8%. This spread between 
productivity and wages has ex- 
erted a powerful inflationary ef- 


fect on the economy, and it is 
the responsibility of both labor 
leaders and managers to seek 


wage levels which are in the in- 
terest of all the people 

Since our standard of living 
and perhaps our very existence as 
a nation are at stake, I have great 
faith that this problem will he 
solved. And if it is, I have neo 


fear ot the future 
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When your replacement parts go overseas... 


When you take your international 
trade problems to the people at The 
Chase Manhattan Bank, the services 
of a world-wide network of 51,000 
correspondent banks and branches are 
immediately at your disposal. 
Whatever, or wherever your prob- 
lem, you get the overseas help you 
need from the banker-at-the-spot ... 
the man who has an intimate knowl- 
edge of local trade conditions and 
knows how to make them work for you. 
This is possible because Chase Man- 
hattan has a close personal relation- 
ship with its foreign correspondents, 





use Chase Manhattan’s world-wide 
network of 51,000 bankers-at-the-spot 


Chase Manhattan and its stateside 
correspondents handle the U. S. prob- 
lems of the Bank’s overseas corre 
spondents. They, in turn, get things 
done for Chase Manhattan in their 
own countries. Such reciprocity 
enables you to get more efficient bank- 
ing service in the markets of the world. 

Here at home, experienced men in 
the International Department sit down 
and talk things out with you person- 
ally. They work with you on a basis of 
individual analysis and imaginative 
planning. And knowing the right men 
in the right places, they can quickly 


contact the oanker-at-the-spot who 
can best help you. 

If you have import or export prob- 
lems, phone HAnover 2-6000 or write 
to International Department, The 
Chase Manhattan Bank, 18 Pine Street, 
New York IS. 


THE 
CHASE 


MANHATTAN 
BANK 


Chartered in 1799 
MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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Recommendations & Literature 


it is understood that the firms mentioned will be pleased 
to send interested parties the following literature: 


Atomic Letter No. 42—With reports on Geneva Atomic Confer- 
ence, the nuclear navy, Philips Lamps and Cenco Instruments 
Cerp. — Atomic Development Securities Co., Inc., 1033 
Thirtieth Street, N. W., Washington 7, D. C. 

Atemic Letter No. 43 — Discussing current expenditures on 
atomic energy and comments on Baird Atomic Inc., Tracerlab 
and Pronto Uranium Mines Ltd.—Atomic Development Secu- 
rities Co., Inc., 1033 Thirtieth Street, N. W., Washington 
2.6. 

Automobile of Tomorrow— Review—National Securities & Re- 
search Corporation, 120 Broadway, New York 5, N. Y. 

Bank Index Theory—Bulletin—Draper Dobie and Company 
Ltd., 25 Adelaide Street, West, Toronto, Ont., Canada. 

Bank Stocks—Quarterly comparison of leading banks and trust 
companies available on request— New York Hanseatic Cor- 
poration, 120 Broadway, New York 5, N. Y. 

Burnham View — Monthly investment letter— Burnham and 
Company, 15 Broad Street, New York 5, N. Y. Also avail- 
able is current Foreign Letter. 

Business and Market Review 
Broadway, New York 4, N. Y. 

Copper—Report—R. W. Pressprich & Co., 
New York 5, N. Y. 

Electric Power and Light Companies—Comparative figures on 
large companies — Reynolds & Co., 120 Broadway, New 
York 5, N. Y. 

Foreign Exchange Quotations—Manufacturers Trust Company, 
International Banking Department, 55 Broad Street, New 
York 15, N. Y. 

How to Use Options—Descriptive booklet—Filer, Schmidt & 
Co., 120 Broadway, New York 5, N. Y. 

Japanese Market—Review of current situation—Nomura Secu- 
rities Co., Ltd., 61 Broadway, New York 6, N. Y. Also in the 
same review are brief analyses of Asahi Breweries, Nippon 
Hodo, Nikkatsu, and of the Japanese Nonferrous Metal In- 
dustry. 


Japanese Stocks — Current information — Yamaichi Securities 
Company of New York, Inc., 111 Broadway, New York 7, 
New York. 

Market Preview—Analysis—du Pont, Homsey & Company, 31 
Milk Street, Boston 9, Mass. 

Over-the-Counter Index—Folder showing an up-to-date com- 
parison between the listed industrial stocks used in the Dow- 
Jones Averages and the 35 over-the-counter industrial stocks 
used in the National Quotation Bureau Averages, both as to 
yield and market performance over a 19-year period — 
National Quotation Bureau, Inc., 46 Front Street, New York 
4, N. Y. 

Paper Industry—Review—Calvin Bullock Ltd., 1 Wall Street, 
New York 5, N. Y. 

Peace River Country—Review—Bank of Nova Scotia, Toronto, 
Ont., Canada. 


Bulletin Purcell & Co., 50 


48 Wall Street, 





For financial institutions 


Currently active . 
Acoustica Associates, Inc. 
Cutter Laboratories A & B 
Magna Theatre Corp. 
Microwave Associates, Inc. 
Orradio Industries Inc. 
Republic Natural Gas 


Bought — Sold 


Troster, Singer & Co. 


Members New York Security Dealers Association 


74 Trinity Place, New York 6, N. Y. 
HAnover 2-2400 Teletype NY 1-376-377-378 


Dealer - Broker Investment 


The Commercial and Financial Chronicle . 


Petroleum Situation—Review—Chase Manhattan Bank, Petro- 
leum Department, 18 Pine Street, New York 15, N. Y. 

Securities Outlook—and discussion of industry trends—G. H. 
Walker & Co., 1 Wall Sireet, New York 5, N. Y. 

Treasure Chest in the Grewing West — Book describing re- 
sources of the area served—Utah Power & Light Co., Box 
899, Dept. K, Sait Lake City 10, Utah. 

Treasury Refunding—Circular—New York Hanseatic Corpora- 
tion, 120 Broadway, New York 5, N. Y. 

West Ceast Aircraft & Electronic Companies—Report—Shear- 
son, Hammill & Co., 14 Wall Street, New York 5, N. Y. 

* s °° 


Ashland Oil & Refining—Analysis—Halle & Stieglitz, 52 Wall 
Street, New York 5, N. Y. 

Brewster Bartle Drilling Company Inc. — Analy sis — Rowles, 
Winston & Co.. Bank of the Southwest Building, Houston 2, 
Texas. 

Campbell Taggart Associated Bakeries Inc. — Memorandum — 
Dallas Union Securities Co., Adolphus Tower, Dallas 2, Texas. 


Carrier Corporation—Analysis—-Sutro Bros. & Co., 120 Broad- 
way, New York 5, N. Y. 

Cleveland Cliffs Iron Company—-Analysis—A. G. Becker & Co., 
Incorporated, 60 Broadway, New York 4, N. Y. 

Cooper Tire & Rubber—Comprchensive information—Straus, 
Blosser & McDowell, 111 Broadway, New York 6, N. Y. 
Also available is a study of Texas Industries, Inc. 

Frito Company — Analysis — Dittmar & Company, Inc., 201 
North St. Mary’s Street, San Antonio 5, Texas. 
General Tire & Rubber—Review—Ira Haupt & Co., 

way, New York 6, N. Y. 

Golden Cycle Corporation ,ulletin—Russell Invest nent Com- 
pany, Boston Building, Denver 2, Colo. Also available is a 
study of Academy Life Insurance Company. 

Hl. L. Green Company, Inc.—Analysis—Mitchell, Hutchins & 
Co., 1 Wall Street, New York 5, N. Y. 

Walston & Co., Inc., 74 Wall 


111 Broad- 


H. J. Heinz Co.— Memorandum 
Street, New York 5, N. Y. 
Hertz Corporation—Analysis—Stanley Heller & Co., 30 Pine 

Street, New York 5, N. Y. 


International Bank of Washington—Memorandum—wWeil & Co., 
734 Fifteenth Street, N. W., Washington 5, D. C. 


Jerrold Electronics Corporation — Analysis — Singer, Bean & 
Mackie, Inc., 40 Exchange Place, New York 5, N. Y. 

Metal & Thermit Corporation—Discussion in November issue 
of “American Investors” —- American Investor, American 
Stock Exchange Building, 86 Trinity Place, New York 6, 
N. Y. Also in the same issue is an article on Continental 
Aviation and Engineering, and reviews of S. Klein Depart- 
ment Stores, Inc. and General Transistor Corp. 


Pan American Sulphur Company — Analysis — Amott, Baker & 
Co., Incorporated, 150 Broadway, New York 38, N. Y. 


Paramount Pictures Corp.—Report—Thomson & McKinnon, 11 
Wall Street, New York 5, N. Y. Also available is a report 
on Denver & Rio Grande Western Railroad, and a survey of 
Railroads with particular reference to Atehison, Topeka & 
Santa Fe Railway, Baltimore & Ohio Railroad, Gulf, Mobile 
& Ohio Railroad, Northern Pacific Railway Co., Southern 
Railway Co. and Union Pacific Railroad Co. 

Powell River Co. Ltd.—Data—Ross, Knowles & Co., Ltd., 25 
Adelaide Street, West, Toronto, Ont., Canada. 


Radiation, Inc. — Analysis — B. W. Pizzini & Co., 25 Broad 
Street, New York 4, N. Y. 


Sedgwick County, Kansas Flood Control and Voting Machine 
General Obligation Bonds — Bulletin — Ranson & Company, 
Inc., 208 South Market, Wichita 2, Kansas. 


Smith Douglass Co., Inc. — Analysis Schweickart & Co., 29 
Broadway, New York 6, N. Y. 

Stone & Webster Inc.—Bulletin—Herbert E. Stern & Co., 52 
Wall Street 5, N. Y. 

Tappan Company—Analysis—Grimm & Co., 44 Wall Street, 
New York 5, N. Y. 

Trico Products — Bulletin — Strauss, Ginberg & Co., Inc., 115 
Broadway, New York 6, N. Y. Also available are bulletins on 
North American Refractories and Ft. Pitt Bridge Works. 

United Air Lines—Bulletin—Bache & Co., 36 Wall Street. 
New York 5, N. Y. 


Available 


Bank & Quotation Record running consecutively 
from Feb. 1938 to Jan. 1957 inclusive. Which 
would actually cover quotations from the full 
calendar years 1938 to 1956 inclusive. 


Write or Phone — REctor 2-9570 
Edwin L. Beck, c/o Chronicle, 25 Park PL, N. Y. 7 
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COMING 


EVENTS 


In Investment Field 





Nov. 30-Dec. 5, 1958 
Beach, Fla.) 

Investment Bankers Association 

of America annual convention 
at the Americana Hotel 


Dec. 3, 1958 (New York City) 
Association of Customers Bro- 
kers Annual Christmas Party at 
Whyte’s Restaurant. 


Dec. 10, 1958 (New Yerk City) 
Investment Association of New 
York annual dinner at the Wal- 
dorf Astoria. Guests invited. 


Jan. 16, 1959 (Baltimore, Md.) 
Baltimore Security Traders As- 
sociation 24th annual dinner at 
the Southern Hotel. 


April 1-3, 1959 (San Antonio,Tex.) 
Texas Group of Investment 
Bankers Association of Amer- 
ica annual meeting at the Hilton 
Hotel. 


Nov. 2-5, 1959 (Boca Raton, Filia.) 
National Security Traders Asso- 
ciation Annual Convention at 
the Boca Raton Club. 


Katz Retail Sales Mer. 
For Jos. Walker Sons 


Joseph Walker & Sons, 120 
3roadway, New York City, mem- 
bers of the New York Stock Ex- 
change, announced that Benson B. 
Katz is now associated with their 
firm as manager of the Retail 
Sales Department 


(Mitames 


Customers Brokers 
Committee Chairmen 


The following will serve as 
Chairmen of the various commit- 
tees of the Association of Cus- 
tomers’ Brokers for the year 
1958-59: 

Activating — Frank Dunne, Jr., 
Merrill Lynch, Pierce, Fenner & 
Smith. 

Education—David Bell, Herzfeld 
& Stern. 

Employment—Gordon V. 
Laird & Co. Corp. 

Entertainment — Albert F. 
Frank, Ladenburg, Thalmann & 
Co. 

Grievance — MiltonLeeds, 
Pershing & Co. 

Legal and Research—Edward S. 
Wilson, Hallgarten & Co. 

Membership — Gerald L. Wil- 
stead, Hallgarten & Co. 

Pension and Welfare — Nicholas 
E. Crane, Dean Witter & Co. 

Professional Ethics — Marshall 
Dunn, Wood, Struthers & Co. 

Public Relations — Albert P. 
Gross, Bear, Stearns & Co. 

Speakers Leon S. Herbert, 
Hayden, Stone & Co 

Uptown Managers—John Leavy, 
gache & Co. 

The newly formed Employment 
Committee will endeaver to assist 
any qualified individual who 
wishes aid. All information and 
contacts will be confidential. 

Anyone interested may call 
Chairman Gordon V.Price at Laird 
& Company, Corporation. The Com- 
mittee comprises also: Mrs. Hazel 
Anderson of Gude, Winmill & 
Co., Milton Leeds of Pershing & 
Co., Edward Wilson of Hallgarten 
& Co., Nicholas Novak of Drys- 
dale & Co., and Thomas Meek of 
Harris, Upham & Cc 


Price, 








Pansiatic in Newark 
NEWARK, N. J.—Pansiatic Se- 
curities Company is engaging in a 
securities business from offices at 
233 Wilson Avenue, Albert Engle- 
man is a principal of the firm. 











Volume 188 Number 5798 





Growth of Employee Benefits 
And the Trend of inflation 


By W. W. TONGUE* 
Economist, Jewel Tea Co., Inc. 
Melrose Park, Ill. 


Business economist explores the new world of employee bene- 
fits, which he finds enjoys a faster rate of growth than the 
level of income, and comments on the impact of price inflation 
on this long-term trend. Dr. Tongue describes the factors that 
offer the prospect of holding inflation and believes chances for 
this are brighter today than at any time in the past 20 years. 
Nevertheless, even if the pace of inflation were kept in check, 
he finds the projected rate of per family income growth will 
be such that as a result the amount set aside for employee 
benefits will probably prove inadequate. Urges management 
to explore areas where they can expand fringe benefits gradu- 
ally in order to forestall an otherwise inevitable entry by govt. 


Employee benefits constitute a 
significant. and rapidly growing 
part of the economic life of the 
country, contributing importantly 
to human 
welfare and 
promising to 
make an even 
greater contri- 
bution in the 
future. 

As an indi- 
cation of the 
size of this in- 
dustry, what 
the govern- 
ment calls 
“Supplements 
to wages and 
salaries” to- 
taled $16.5 bil- 
lion in 1957 
This covers contributions by em- 
ployers for social insurance, work- 
man’s compensation and employer 
payments to private pension and 
welfare funds. To this may be 
added $6.6 billion of personal 
contributions for social insurance, 


2 


W.W. Tongue 


making a total of $23.1 billion 
for these items in 1957. This is 
more than a third larger than 


the amount spent by consumers 
on automobiles and parts. 

To bring out the growth that 
has occurred, we may note that 
the 1957 figure of $23.1 billion 
is almost 30 times the correspond- 
ing figure for 1929, over eight 
times the figure for 1939 and 
nearly three times the figure for 
1947. Interestingly enough, the 
annual rate of growth seems to 
be approximately the same no 
matter what year is taken as a 
base. In this respect it is in ac- 
cord with “Parkinson's Law.” 
Some may have read the Parkin- 
son tongue-in-cheek analysis ol} 
the factors influencing the growth 
ol staff functions, first published 


in “The Economist” of London 
in November, 1955, which was 
generalized into Parkinson’s Law 
The Law states that staff work 
grows at the rate of approxi- 
mately 5°4% per annu: com- 
pounded, irrespective of the 


amount of work actually being 
done at the operating end of th: 


business. 


A True Growth Industry 


But the growth of employee 
benefits actually surpasses the 
expectations of Parkinson's Law. 
Irrespective of the base taken, 
the rate of growth comes out to 
11% to 12% per annum, or ap- 
proximately twice the rate called 
for by Parkinson’s Law and also 
about twice the average annual 
yate of growth of national income 
over the period since 1929. We 
are dealing with a true growth 
industry. , 

It is intriguing to project this 
rate of growth into the future. 
By 1975, only 17 years hence, we 
could expect a figure of at least 
$135 billion per annum for the 
total of supplements to wages and 
salaries and employee contribu- 
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tions to social insurance. Add 10 
years and the figure becomes an 
astronomical $400 billion, or more 
than the entire national income 
today! While this seems utterly 
fantastic — and probably is—I am 
reminded of the words of Mr. 
Ralph Cordiner, Chairman of 
General Electric Company, in an 
address he made several years 
ago. He said: 

“Too often, business plans have 
been no more than a straight-line 
extension of past trends and have 
failed to take into account the 
probable success of current in- 
vestments in research and inno- 
vation. This is why able business- 
men are surprised more often by 
their successes than, by their fail- 
ures, and so are usually unable 
to capitalize opportunities that 
could have been anticipated. The 
manager who merely tries to keep 
his plans and policies up to date 
is already out of date. He must 
keep them up to the future, where 
the objectives of the business 
will be achieved.” 

As we look in a more serious 
vein to the factors which might 
affect the future of employee 
benefits, perhaps the first question 
to attract our attention—and one 
most difficult to answer is 
whether we can expect a continu- 
ation of the inflation witnessed in 
this country in the past 20 years. 
The Consumer Price Index pre- 
pared by the U. S. Department of 
Labor has increased at an average 
of nearly 4% per annum since 
1939. Since 1947 the rate of in- 
crease has averaged approximately 
2!2% per annum. Is the rate of 
inflation in the future more likely 
to be the 4% per annum average 
over the whole period since 1939, 
or is it likely to be something 
more, or something less? Is there 
any chance that we can actually 
stabilize the price level? 


Forces Making for Inflation 


At the moment the air is filled 
with great uncertainty and a 
general fear that inflation is in- 
evitable in the future. This feeling 
swelled this past summer as it 
became obvious that the 1957-58 
business recession was not going 
to degenerate into a serious busi- 
ness depression, as some feared, 
and as the Consumer Price Index 
continued to rise month by month 
throughout the recession. 


Most economists feel that the 
recovery now under way is 
genuine, and I certainly share this 
view. Based on past experience, 
economic activity should continue 
to expand at least into 1960. The 
recovery is a milestone of enor- 
mous significance. It marks the 
third time since the close of World 
War II that we have entered a 
period of business contraction and 
come our after only a very minor 
period of adjustment. This is un- 
precedented in our history and is 
valid evidence, I believe; that the 
concepts and philosophy under- 
lying the Employment Act of 1946 
are working as intended. 

The very success in overcoming 
business declines in the three 
postwar recessions to date, how- 
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ever, lead many to fear that pur- 
suing the Employment Act’s ob- 
jective of ““maximum employment, 


income and purchasing power” 
leaves the economy much more 
open to the pressures of inflation 
than to those of depression. It is 
feared that the Federal Govern- 
ment will continue to be quick to 


try to overcome recessions and 
slow to act against inflationary 


systems. 

In addition, there is a growing 
feeling that the phenomenon of 
administered prices in our large 
industries, combined with collec- 
tive bargaining with powerful 
unions on wage rates and other 
employment conditions in these 
industries, tend to insulate the 
price system from the usual re- 
straints on inflation through fiscal 
and monetary controls. We have 
the familiar “ratchet effect” in the 
pattern-setting industries, in 
which wages and prices move in 
one direction only—ever upward. 

To make matters worse, in the 
more immediate future we face 
the additional inflationary impact 
of a Federal budget deficit esti- 
mated to total some $12.2 billion 
for the fiscal year ending next 
June 30, the largest deficit for any 
year since World War II. 
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Inflation—The Other Side 


Despite the influence of these 
factors making for inflation—and 
they are powerful—I believe we 
can see the signs multiplying that 
a turn in the inflation tide may 
not be far off. Very possibly the 
Ford settlement with the United 
Automobile Workers, when we 
look back upon it in years to 
come, may well turn out to have 
been the first real evidence that 
the vigor of the postwar inflation 
is running out. It is always diffi- 
cult to pinpoint the exact time 
when such changes in direction 
occur because there are cross cur- 
rents always at work and one 
wave may reach higher on the 
shore than those which imme- 
diately preceded it even after the 
tide has turned. Similarly, even if 
the inflation tide has turned, we 
may continue to have price in- 
creases here and there, reflecting 
prior increases in costs or current 
increases provided in previous 
contractual arrangements. 


But we are not concernea with 
the precise date at which the tide 
may have turned. Our benefit 
programs, particularly those re- 
lating to retirement, stretch far 
into the future, and it is this 
future for which we must provide 
today. I would now like to discuss 
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some of the signs suggesting that 
as we look back some years 
hence, 1958 may mark the high 
point in the inflation tide. 


Why Prices May Level Off 


In the first place, the immediate 
outlook is for a levelling in the 
rate of rise in some prices which 
have been important in the over- 
all increase in the general price 
level in the past few years. For 
example, food prices increased by 
approximately 12% between 
February, 1956 and this past sum- 
mer. Present indications are that 
with crop production at a record 
117% of the 1947-49 average, with 
hog production scheduled to ad- 
vance sharply and with cattle 
numbers again on the increase, we 
can logically expect some ten- 
dency for basic food prices to 
work gradually downward over 
the next year or two. 

Another area where price ad- 
vances have been relatively large 
is that of transportation. In par- 
ticular, prices of automobiles have 
been marked up from year to 


year, not only because of rising 
labor costs, but also because of 
the trend toward making the 
automobile a larger and more 


Continued on page 26 
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Treasury Faces Debt Management 
And Sound Dollar Policies 


By JULIAN B. BAIRD* 
Under Secretary of the Treasury for Monetary Affairs 
Washington, D, C, 


Treasury spokesman intimates government’s future financing 
policy. Mr. Baird avers the government is no mere residual 
claimant, or marginal influencing factor, but an aggressive 


competitor for a share of the 


nation’s savings, and that the 


private money market sector should pursue “aggressive cooper- 
ation” even when this appears to involve “some sacrifice of 


immediate advantage.” 


Moreover, 


directs attention to 


he 


neglected national mandate to preserve purchasing power con- 
tained in the Employment Act of 1946 in avowing government's 
concern for currency’s integrity and policy of seeking financ- 
ing in a free market—even though at times Federal Reserve 
restraints make the job more difficult. Mr. Baird makes clear 
that we cannot afford big defense spending and subsidies 
when our subsidy programs are an important source of Federal 
deficit. He calls for uncontrolled FHA-VA interest rates, since 
they “serve no legitimate purpose,” and “inflate the price of 
new homes,” and submission of every Federal spending to test 
of usefulness and necessity in the light of what we can afford. 


Financing has been provided for 
14 million new homes in America 
since World War II, and untold 
maillions of older homes have been 
refinanced. 
Nonfarm 
mortgage debt 
outstanding 
today exceeds 
$150 billion, 
five times as 
much as right 
after the war. 

As I have 
considered 
these figures, 
I have often 
thought that 
there has been 
far too little 
public recog- 
nition of the 
tremendous job of mass distribu- 
tion performed by the mortgage 
benking industry in recent years. 
Not so long ago, the old-fashioned 
single payment mortgage coming 
up for renewal on certain dates 

ras about the only type of fi- 
nancing available to most home 
buyers. The result was, of course, 
that the housing market was 
largely restricted to the relatively 
small group of families who al- 
ready had substantial cash accu- 
mulations. 

What a revolution has occurred 
since that time—and how seldom 
have we thought to give credit to 
the financial community for 
bringing it about! Through your 
own efforts and through legisla- 
tion which you have been instru- 
mental in shaping, home owner- 
ship has been made a practical 
possibility for almost every job- 
holding American. 





Julian B. Baird 


Currency’s Integrity 
the mortgage banking 
elsewhere, industry and fi- 
have worked together to 
many ccmplex problems of 
production and distribution. But 
one of the most significant and 
far-reaching questions having to 
do with money continues to be 
with us. That is the question of 
how we are going to maintain the 


In field 
and 
nance 
solve 


integrity of our currency in the 
years ahead in the face of un- 
precedented peacetime demands 


on our financial resources from 
both the Government and our 
rapidly growing economy. 

The Treasury and the mortgage 


bankers of America are both 
deeply concerned in finding an 


answer to this problem. The asso- 
ciation has recognized this fact 
in the strong support which it has 
given on many occasions to sound 
fiscal and monetary policies. I 
want to speak frankly on some 
of the significant aspects of our 
number one objective in the fi- 





*Am address by Mr. Baird before the 
45th Annual Convention cf the Mortgage 
Bankers Association, Chicago, Illinois. 
Nov. 3, 1958. 


time 
the 


nancial area at the 
preserving the 
American dollar. 
In my discussion of this matter, 
I should like to emphasize two 
points at the outset. The first is 
this: The problem of inflation 
which I want to put betore you 
is not confined to the question o} 


present 
value of 


short-term price changes. I am 
speaking of inflation as a long- 


run trend which, if allowcd to 
persist, would do untold damage 
to the American economy and 
even threaten our economic and 
political freedom. 

My second point is a corollary 
of the first. While the problem 
of inflation is long-term, it never- 
theless requires our immediate 
and most serious attention. This 
is not a situation where we can 
easily retrace our steps; we simp] 


cannot risk waiting until the 
ravages of inflation are all too 
evident before. starting to do 


something about it. 

We in the Treasury believe that 
much of the recent concern about 
inflation—particularly evident in 
the financial markets—refiects a 
misguided notion that continually 
rising prices are inevitable. Noth- 


ing could be farther from the 
truth. Inflation is man-made and 
ean be man-controlled. Our job 
is to find how best to control it 
without unduly -restricting indi- 
vidual initiative and freedom of 
choice. 


Purchasing Power Preservation 
Mandate 

This is not. only a basic respon- 
sibility of a free society; it is onc 
which by implication has been 
written into our laws. The Con- 
gress has specified that the gov- 
ernment has a responsibility to 
promote maximum employment 
and purchasing power in the econ- 


omy. To fulfill this mandate it 
is evident that the government 


must also accevt responsibility to 
conduct. monetary and fiscal pol 
icy in such a manner as to help 
maintain the value of the dolla 
and thus help to provide one ol 
the essential ingredients of a 
sound and growing economy. 

You will note that I said help 
maintain a stable dollar. Mone- 
ary and fiscal policy cannot do 
the job alone. There is also the 
question of the wage-price spiral 
which has to be solved. A nation 
such as ours should realize that 
marking up wages in excess of 
the increased productivity of our 
economy and marking up prices 
beyond what is justified by in- 
creases in costs does not produce 
more goods and services. Expe- 
rience teaches, on the contrary, 
that the result in the end may be 
to produce less. 


Basis Lacking for Inflation 


While our main attention needs 
to be centered on the long-term 


threat of continuing inflationary 
pressures, I believe it is important 
to note that positive signs of in- 
flation ia the immediate future are 
fortunately few and far between. 
Wholesale commodity prices have 
been relatively stable in recent 
months and so have consumer 
prices generally. Industrial capac- 
ity is high and some of it is still 
idle. Plentiful crops are putting 
ample supplies of food on the 
market. 

These are not factors which sug- 
gest that prices will start up 
again soon. In fact all the signs 
point to relative price stability in 
the months immediately ahead. 
This should not make us compla- 
cent. But it should help to keep 
us from ftalling into the trap ol 
defeatism and a belief that all fu- 
ture business and investment de- 
cisions must be made in the en- 
vironment of a depreciating dollar. 
We can and must prevent such an 
environment from developing; and 
the place to start is with a clear 
analysis of the inflationary forces 
with which we must contend. 

Many of these forces are cur- 
rently evident in the money mar- 
kets, where there is strong com- 
petition for funds at the present 
time. This competition is coming 
from a number of different 
sources. 

Domestically, our people are de- 
manding and getting the goods and 
services—both public and private 
—which enter into a steadily ris- 
ing standard of living. Supplying 
these things requires continued 
heavy expenditures for new plant 
and equipment. 

Internationally, our defense and 
mutual security needs and the ne- 


cessity for large expenditures in 
the scientific field are primary 


factors keeping the Government's 
financing requirements at a very 
high level. As you know, current 
budget receipts are not covering 
current expenditures; not only 
must the Treasury refund the large 
volume of maturing debt, but it 
must enter the market frequently 


to borrow new money to cove 
the cash deficit. In consequence, 
the Federal Government is a 


strong competitor with private 
borrowers for available investment 
funds. 

In a situation like the present, 
when there is a heavy general 
demand for funds, one frequently 
hears the belief expressed that the 
Federal Government is the mar- 
ginal. borrower and, therefore, 
bears the sole responsibility for 
whatever amount of excessive 
bank credit extension may be oc- 
curring. This, of course, is a seri- 
ous misconception. Both national 
interest and sound financial policy 
require the proper financing of 
the national government and the 
needs which the people, acting 
through Congress, have asked it 
to meet, as well as proper financ- 
ing of the private economy and of 
State and local governments. 


Federal Debt Decrease As 
Per Cent of All Debt 

When we look at what has been 
happening in these competing 
areas of loan activity in the period 
since World War II, we find that 
other forms of credit have been 
increasing very much more rapidly 
during the postwar period than 
has the Federal debt. It may sur- 
prise you to hear that for every 
dollar of debt expansion by the 
Federal Government since the end 
of 1946—including, mind you, the 
financing of our present deficit— 
there has been an expansion of 
about $2 in State and local debt, 
$6 in mortgage debt, and $9 in the 
other debt of individuals and cor- 
porations. In consequence, the 
Federal debt now accounts for 
only about one-third of all debt 
outstancing as against well over 
one-half in 1946. To use an even 
more meaningful comparison, the 
Federal debt actually exceeded the 
amount of our gross national prod- 
uct 12 years ago, whereas it rep- 
resents less than two-thirds of the 
total outont of our economy at 
the present time. 
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enlightened 
is not, of course, 


The of 
monetary policy 
to stop credit from expanding. 
Long-term economic growth re- 
quires an increase in the money 
supply and, therefore, in bank 
credit as well as in other forms of 
credit—a growth that should be 
commensurate with gains in our 
gross national product. It is the 
expansion over and above these 
growth requirements, including 
the necessary requirements of gov- 
ernment, which must be avoided. 


purpose 


Blames Federal Subsidies 

Here, I believe, we must frankly 
recognize that, while the Govern- 
ment can by no means be rele- 
gated to the position of marginal 
borrower, its demands for loan 
funds must be subjected to the 
same careful scrutiny as those of 
other borrowers—in fact, more so, 
since the public’s money in- 
volved. And when we make such 
a scrutiny—looking into the actual 
sources of heavy government de- 
mand for funds ai the present time 

one of the first. things - that 
emerges is the large amount of 
financing required in connection 
with Federal subsidies, including 
those in the housing field. 

It is to be expected that some 
government measures to stimulate 
housing will be given priority in 
an anti-recessionary program such 
as that of the past year. As you 
know, the Emergency Housing Act 
of 1958 which became effective 
last April, together with legisla- 
tion enacted during the preceding 
year, considerably increased the 
attractiveness of government-in- 
sured mortgages to borrowers and 
thus greatly expanded the Federal 
National Mortgage Association’s 
special assistance program of pur- 
chasing mortgages on low-cost 
housing. 

The program enacted this year 
has raised estimated budget ex- 
penditures for the Housing and 
Home Finanee Agency $1.0 billion 
above the estimates made in Jan- 
uary. Direct housing loans by the 
Veterans Administration and for 
the farm housing program have 
added another $200 million. FNMA 
has now made commitments to 
purchase the full billion dollars 
of mortgages under the Emergency 
Housing Act authority—not sur- 
prising in view of the fact that the 
Act unwisely provided that mort- 
gages be purchased at prices which 


is 


reflect interest rates well below 
going market rates. 
There is a place for soundly 


conceived government measures 
which will help reverse a cyclical 
downturn. Yet we must not lose 
sight of the fact that heavy gov- 
ernment commitments, such as 
those in the housing area, bring 
with them a number of special 
problems. We must remember that 
the lending activity of the Gov- 
ernment does not bring a net ad- 
dition of funds to’ the market, as 
the Government must compete in 
the market to get the funds. Fur- 
thermore, government programs 
involving forward commitments 


may get into full swing—finan- 
cially and otherwise—only after 


cyclical improvement has set in. 

We saw this happen in 1954. We 
are seeing it happen again today. 
It is a situation, of course, which 
is particularly characteristic of an 
industry such as construction, with 
a fairly long cycle from planning 
to completion. 


Serve No Legitimate Purpose 

These difficulties, of course, 
simply emphasize the fact that 
we should enter into government 
programs providing assistance or 
stimulation to particular sectors 
of private industry with the great- 
est caution. Moreover, they must 
be reviewed continuaily as_ to 
their suitability (and cost) under 
changing conditions. Our FHA 


and VA mortgage guarantee and 
insurance programs, for example, 
have made it possible for millions 
of American families to live more 
comfortably. But we should make 
a greater effort to see that these 
compete 


programs fairly with 
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other demands for fynds in the 
market. We have hac it proven 
time and again, for example, that 
artificially low interest rates es- 
tablished by law under the VA 
program—and resulting discounts 
—serve no legitimate purpose and, 
in fact, tend to inflate the price 
of new houses. Surely it should 
be possible, by legislative action, 
to establish a greater flexibility in 
loan terms and bring about a 
closer responsiveness of the pro- 
grams to changes in business and 
money-market conditions. 

The need for improvement is 
just as great in our direct loan 
programs as it is in the guarantee 
and insurance area. In addition, 
our continuing heavy defense re- 


quirements would seem to make 
it clear that we cannct afford to 
permit direct Federal loan pro- 


grams and the purchase of mort- 
gages —-subsidy programs if you 
will—to indefinitely expand. Just 
as an example, a substantial share 
of the more than $10 billion being 
spent by the government this year 
for commerce, housing, and agri- 
culture is in the nature of subsidy 
loans or grants. Other programs 
are involved as well and each has 
its special pleaders. 

I can well understand that some 
in the mortgege industry may feel 
at times that you are asked to 
bear undue hardships as a result 
of varying demand for funds else- 
where in the economy. During a 
recession you are encouraged to 
increase your forward commit- 
ments. But when recovery gains 
momentum and the demands -for 
funds are heavy (including the 
raising of government finds to fi- 
nance FNMA mortgage purchases) 
the increased competition and re- 
sulting higher interest rates may 
be felt keenly in your sector of 
the investment markets. 


Some Sacrifice of Immediate 
Advantage 


In this connection, let me urge 
again that it is in the interest of 
all of us that the government 
meet its obligations by means of 
a sound debt management pro- 
gram. This means, for the Treas- 
ury, being an aggressive compet 
tor for a share of the Nation’s 
Savings when necessary—not just 
a residual claimant. It means, for 
the private sectors of the econ 
omy. what I might call “aggres- 
sive cooperation”—even when this 
may appeur to involve some saeri- 
tice of immediate advantage. 


Avoiding Speculative Excess 


We in the Treasury recognize 
in turn that conducting our opera- 
tions in the atmosphere of a free 


money market sometimes gives 
rise to special problems for us. 
While fluctuations in market 


prices and yields serve an impor- 
tant function in our private en- 
terprise economy, excessive spec- 
ulative activity, such as we 
witnessed earlier this year, makes 
no contribution to the breadth, 
depth. or resiliency of the market. 
We are giving thought to the ways 
in which we can in the future 
avoid a recurrence of such specu- 
lative excesses. 

Our financing will continue to 
be done in a free money market. 
Thus there will be times when 
Federal Reserve monetary re- 
straint may seem to make our fi- 
nancing job more difficult. But 
it is only through an independent 
and courageous Federal Reserve 
that monetary policy can play its 
proper role as a powerful anti- 
inflationary instrument. The Fed- 
eral Reserve and the Treasury, 
with equal determination, are 
working in harmony toward the 
common goal of preservation ef 
the purchasing power of our cur- 
rency. 

The size of our financing pre- 
gram — both refunding and new 
borrowing — underscore the im- 
portance of doing as large a part 
of our financing as possible out- 
side the commercial banking. sys- 


Continued on page 37 
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Old Jack Garner was 90 years 
old the other dzy and several old 
friends, including Harry Truman, 
went down to Uvalde, Texas, to 
see him. 

In the course 
of a talk with 
Truman, 
Garner is re- 
ported to have 
said that he 
dearly loved 
Roosevelt but 
he didn’t want 
any czars and 
therefore he 
was against a 


third term. I 

think his ex- f 
pression of a 

love was an Lariiste Gorges 
outburst of 

emotion. Few people. perhaps, 


now recail that Garner sought the 
Presidential nomination in 194% 
as a means of heading off Roose- 
velt for a third term. 

The two had definitely parted 
company over the President’s ei- 
fort to pack the Supreme Court. 
it was not that Garner was par- 
ticularly unhapdjy over the Presi- 
dent’s attempt. When the packing 
plan was announced, Garner 
laughed at the very audacity of it. 
But he soon reslized that a nasty 
party tight hud been provoked. 


As the fight got underway 
Garner became increasingly un- 
happy. Conservative writers used 
to get from his attitude that he 
was opposed te it, and Garner 
soon saw that Roosevelt’s- oppo- 
nents were seeking to play him 


against the President. Rather than 
be a part of the controversy he 
got up and left town, returning to 
Uvalde, sometairig he had seldom 


ever done during ae session of 
Congress. 
When Joe Robinson, who as 


majority leader of the Senate was 
leading the fight for Roosevelt, 
died and his body was taken back 


to Arkansas on a special funeral 
train with all of the party big 
wigs aboard, Roosevelt tele- 


graphed Garner at Uvalde to join 
the train at Little Rock and sec 
what could be done to pick up the 
pieces of the Supreme Court fight 

When the funeral party started 
back, Garner called the opposition 
together and sought effect a 
compromise. He called Burton K. 
Wheeler, the leader of the opposi- 
tion, and said “OK, Burt, put your 
cards on the table. What scrt of 
a compromise will you accept?” 

Wheeler said Roosevelt was 
definitely licked and there was 
nothing to compromise. 

When Garner reported to 
Roosevelt later he asked “Do you 
want it with the bark on or the 
bark off?” He explained that he 
meant whether Roosevelt wanted 
the naked truth or did he want it 
painted up a little. At Roosevelt’s 
staying he wanted the truth 
bluntly, Garner told him he had 
best forget all about the court and 
proceed to other business. 

Roosevelt agreed but soon there 
began to appear in Washington 
go.sip columns stories fed by 
Tommy Corcoran, who was a big 
shot around here in those days, 
that Garner had laid down on the 
President, and that the President 
knew it. Garner thought he ought 
to have a showdown on these re- 
ports with Roosevelt so he went 
to the White House, explained 
that the stories were getting em- 
parrassing and sooner or later 
would bring about bad relations 
between the two of them. To his 
amazement Rovusevelt indicated 


that he believed the stories. The 
two were never friendly after 
that. Roosevelt began depending 


to 
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cn Jimmy Byrnes as his man in 
the Senate, bypassing the Vice- 
President. 

With his term up as Vice-Presi- 
dent, Garner silently got on the 
train and left itor Uvalde where 
he has been ev2r since, never say- 
ing anything about anybody. But 
I doubt he loved Roosevelt. 

He was a very able man, 
of the earth solid type. He spent 
virtually all of his life in Con- 
gress, ior years a member of the 
House of which he became minor- 


salt 
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ity leader until 
came Speaker. 

One of the few very foolish 
things he did was when he was 
Speaker. William Randolph Hearst 
began booming him for President. 
The depression was on. Overnight 
Garner put together all of the 
spending bills in the House. 
wumounting to about $50 billion. 
into a single bill and offered it 
for passage. He later explained 
that he knew the House would not 
do it. 

Because of this the Republicans 
made an issue of him in the cam- 
paign of 1932 when he was run- 
ring with Roosevelt as the Vice- 
Presidential candidate. He was 
described wild and woolly 
radical. Coming from old Repub- 
lican friends whom he thought 
should know better, it hurt his 
feelings and he sulked throughout 
the campaign. 


1930 when he be- 


as a 


Abbott, Proctor & 
Paine to Admit 


Abbott, Proctor & Paine, 14 
Wall Street, New York City, 
members of the New York Stock 
Exchange, on Jan. 2 will admit 


Waldron W. Proctor to partner- 
ship. 
Two With Graham, Kine 


Special to THe Financrat C'RONICLE) 


BOSTON, Mass. James W 
Armour, Jr. and Jacob R. Greene 


have become connected with 
Graham & King, Inc., 16 Court 
Street. 


Joins Hay Inv. 


Special to THe FinaNcraL. CHRONICLE) 


ZANESVILLE, Ohio—Robert K. 
Orndoff has joined the staff of 
the Hay Investment Company, 
First National Bank Building. 


$32,800,000 
City of New York 


3.20% Serial Bonds 
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Garman King Elected 
By Annett & Co. Lid. 


TORONTO, Ont., Canada — 
Carman G. King has been elected 
a director of Annett & Company 
Limited and admitted as a partner 
of Annett & Company, members 
of the Toronto Stock Exchange, 
355 Bay Street. 


Now With Lee Higginson 


(Special to THE FINANCIAL C°IRONICLE) 
BOSTON, Mass.—John A, Hall 
has become connected with Lee 
Higginson Corporation, 50 Federal 
Street. 


Joins S. Romanoff Co. 


WORCESTER, Mass. — Bernard 
L. Romanoff is now with & 
Romanoff & Co., 45 Chamberlaii 
Street. 
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Current Money Market 
Developments and Prospects 


By DR. JAMES J. O’LEARY* 


Director of Economic Research 
Life Insurance Association of America 


Life insurance industry’s economist, in evaluating recent 
money market developments, and the principal forces shaping 
near-term prospects, predicts a further rise in interest rates in 
the near future may, at most, be moderate. Dr. O’Leary out- 
lines basic forces restraining interest rate decline in first half 
of 1958 and believes one of the most was the shift of institu- 
tional funds from corporate bonds to residential mortgages 
which tended to show the decline in corporate bond yields. 
Comments on fascinating factors contributing to interest rate 
rise; notes Federal Reserve credit tightening policy and Treas- 
ury’s need for cash; concludes, however, rates are consider- 
ably higher today than justified by basic economic and capital 
market conditions, the Administration will be firm about 
inflation, and the interest rate rise will be self-limiting. 


Considering the spectacular de- 
velopments which have been tak- 
ing place in the money market 
and which are likely to be ahead, 
and in view of 
the gyrations 
of the past 
year, it takes 
a brave man 
to get out his 
crystal ball for 
a look into the 
future. 

Before start- 
ing, may I de- 
fine some of 
the terms in 
my paper. By 
“recent devel- 
opments” I am 
going to dis- 
cuss those of 
the past year. By the term “money 
market” is meant the market for 
credit as a whole, but especially 
the long-term capital market, 
including business and industrial 
financing, residential mortgage fi- 
nancing, state and local yovern- 
ment as well as Federal financ- 
ing, and other forms of long-term 
financing. 





James J. O’Leary 


A Review of Recent Developments 

First, it will be useful to review 
briefly the recent developments in 
the capital markets. Since last 
Autumn we have gone through 
one of the most exciting and dra- 
matic periods in our financial his- 
tory... Beginning in mid-Autumn 
of last year, after a sharp climb 
in the preceding months, interest 
rates fell abruptly through early 
1958, then moved irregularly for 
several weeks at the lower level. 
Since July they have risen again 
spectacularly. Packed into the 
space of less than one year we 
have witnessed a sudden and pro- 
nounced drop of interest rates 
from a peak level last Autumn to 
a trough in the early Summer of 
this year and then a new steep 
rise carrying rates back to the 
level of last Autumn. 

Some examples will help to il- 
lustrate these movements. Moody’s 
index of Aaa corporate bond yields, 
after a steady rise in 1956-57, 
reached a high of 4.14% in late 
September of last year. In mid- 
November it began a sharp decline 
and by Feb. 21 of this year it had 
fallen to 3.58%, a drop of nearly 
34 of 1% in three months. After 
the low of Feb. 21, the index fluc- 
tuated in a narrow range around 
this level through June, and then 
it began a pronounced climb and 
by Oct. 10 had moved to 4.13%, 
nearly the exact point it had 
reached in the high of late last 
September. 

Or, to take another example, 
Moody’s index of Baa corporate 
bond yields rose steadily in 1956 
and most of 1957 to a high of 5.10% 
at the end of November of last 
year. Then the index dropped 
sharply to 4.65% at the end of last 
February, and after some halting 





*An address by Dr. ~ Leary at the 
27th Annual National Conference of the 
Controllers Institute of America, Atlan- 
tic City, N. J. 


recovery it fell to 4.51% early in 
Auvust. Since that time it has 
risen abruptly to 4.947 on Oct. 10. 

These two examples measured 
the movement of yields on out- 
standing corporate bonds. Perhaps 
w better indication is the move- 
ment of average yields on new oj- 
ferings of first mortgage electric 
power bonds rated Aa in quality. 
The behavior of these bonds was 


characteristic of new offerings 
generally. On Oct. 22, 1957, the 
Consolidated Edison Co. of New 


York sald $60 million of Aa-rated 
bonds at an offering yield of 4.95%, 
and as late as Nov. 6 the Dayton 
Power and Light,,Co. issued $18 
million of similarly rated bonds 
at an offering yield of 4.97%. Then 
came a sudden and precipitate de- 
cline. On Jan. 21 of this year, less 
than three months later, Pacific 
Gas & Electric Co. sold a $75 mil- 
lion issue of Aa-rated bonds at a 
vield of 3.65%, and the following 
cay lowa Power and Light sold a 
similarly rated issue of $10 mil- 
lion on a 3.60% yield basis. Thus, 
Letween early November of last 
year and late January of this year 
tne offering yield on Aa- rated 
«tcctric utility bonds dropped 137 
lLusis points! After some recovery 
of yields on new offerings of Aa- 
vated electric utility bonds in Feb- 
ruary, the index reached 4.22‘, in 
carly March, but then fell back to 
3.75% by the end of April. At that 
peint a gradual rise developed 
\vhich reached an average offering 
yield of 4.10 by the end of July. 
Then occurred a sharp increase to 
4.57 in early October. 

The Government bond market 
has experienced the most radical 
changes in the past year. During 
the first several months of 1957 
the index of the average yield on 
long-term Government bonds rose 
steadily so that by mid-October it 
stood at 3.76%. There then took 
place a sudden drop to 3.20% in 
eurly January of this year. Gov- 
ernment bond yields were then 
feirly stable through February and 
most of March, until another de- 
cline set in which carried the av- 
crage yield on long-term Govern- 
ments to 3.07% at the end of April. 
Thus, from mid-October, 1957, 
through the end of April of this 
year, the average yield on long 
Governments dropped nearly *4 of 
1%. At this point, and abrupt rise 
set in which carried the index to 
3.83% early this month, a level 
slightly higher than a year earlier. 

The same kind of development 
took place in the market for state 
and local government bonds. From 
a peak of 3.45% at the end of Au- 
gust, 1957, Moody’s index of Aaa- 
rated state and local government 
bonds fell to 2.65% in late January 
of this year. Since early May it 
has risen sharply and it stood at 
3.25% early this month, about the 
level of a year ago. 

The movement of short-term in- 
terest rates has been even more 
spectacular. Just to take one ex- 
ample, the yield on new offerings 
of Treasury bills dropped from an 
average of 3.59% in October of 
in 


last year to a low of 0.88% 


June, 1958. The latest issue was 
back up to 2.90% after a rise since 
that time. 

A most interesting development 
of the past year, particularly in 
the last several months, is the 
changed relationship between the 
yields on bonds and common 
stocks. During 1958, as the com- 
mon stock market has _ risen, 
Standard and Poor’s composite 
common stock yield index has 
declined steadily from 4.48% in 
January to 3.50% on Oct. 10. I 
a comparison is made of Moody’s 
Aaa corporate bond index with 
the common stock index, in Au- 
‘ust the average yield on common 
tocks dropped below the averax: 
ield on Aaa corporate’ bonds 
This occurred common stoc! 
vields were falling and corporate 


as 


bond yields were rising. By Oct. 
10 this movement had gone to 


the point where the average yield 
on common stocks at 3.50% was 
63 basis points below the average 
yield on Aaa bonds at 4.13%. This 
relationship should call for a 
switch from common stocks to 
corporate bonds under normal cir- 
cumstances, but under conditions 
of inflation psychology on_ the 
part of investors the shift may be 
very slow in coming. 


I have said nothing about tn 
terest rate movements On mort- 
gages during the past year, bul 
here again it is the same story. 


There is a paucity of published 
interest rate data in the mortgage 
field, but it is well known that 
the rates on both residential and 
business mortgages experienced 
a decline early this year, with a 
recovery since the Summer. In 
the residential mortgage field, 
however, the swing in rates has 
been more moderate. 

This completes a brief review 
ol the movement of interest rates 
during the past year in the vari- 
ous sectors of the money market. 
| would like to turn now to a con- 
sideration of the forces which lay 
behind these movements. 


teasons for the Abrupt Decline in 

Interest Rates in Late 1957 and 
Early 1958 

Let us turn first to the reasons 
for the abrupt decline in interest 
rates in late 1957 and early 1958. 
it is easy to oversimplify the ex- 
planation of this decline—actually 
there were many complex and 
interrelated reasons. The basic 
reason was the general business 
recession which was well under 
way by late Autumn of last year. 
Actually, the turning point in the | 
business cycle occurred in July, 
but by Autumn the signs of re- 
cession were unmistakable. Of 
particular importance to the capi- 
tal market, it appeared from vari- | 
ous surveys that the heart of the 
recession was a cutback in plant | 
and equipment expenditures by 
business and industry. This im- 
plied, of course, a decline in cor- 
porate demand for capital funds. 
The common belief was that ex- 


cess plant capacity existed in 
many industries and that under 
these circumstances new plant 


and equipment expenditures were 
bound to drop to lower levels. 
Moreover, it was also commonly 
believed that easy and more 
readily available credit could not 
be counted upon as in the past 
to stimulate the demand for new 
housing. The prevailing view was 
that the backlog of demand for | 
housing had been pretty well | 
filled and that easy credit would | 
not have the response it elicited 
in 1953-1955. Accordingly, the re-| 
cession was expected to produce a | 
reduced demand for capital funds, 
and to some degree in early 1958 | 
this reduction did materialize. 

The most widely heralded rea- | 
son for the abrupt decline in| 
interet rates was the reversal of | 
Federal Reserve policy in mid- | 
November of last year. The sig- | 
nal was, of course, the first cut | 
in the Federal Reserve discount | 
rate and the accompanying an- | 
nouncement that the problem of 
the authorities was no longer one 
of combatting inflationary pres- | 
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As 
1958 


weeks passed 
buildup of 


sures. 
early 
reserves” 
ing system was an _ importani 
factor in the decline in interest 
rates. This buildup made possible 
by the monetary authorities had 
reached an apparent target level 
of $500 million of free reserves 
in the first half of this year. As 
the commercial banking system 
used the ready and liberal supply 
of reserves to expand loans and 
investments, the resulting increase 
in the money supply was a factoi 


in the decline in interest rates. 
The most important factor in 
the decline of interest rates, in 


my opinion, was the great change 
which occurred in the expecia- 
tions both borrowers and in- 
vestors. To begin with, the rise 
of rates in the third quarter ol 
1957 had undoubtedly gone higher 
than was justified by the basic 
economic conditions of the time. 
This excessive rise was based on 
the expectation that rates would 
go even higher. Similarly, when 
the downturn got underway in 
late Autumn, the expectations oi 
borrowers and investors also car- 
ried the decline further and faster 


of 


than economic circumstances 
justified. In the main, the ex- 
pectations I have reference ito 


were those about Federal Reserve 
and Treasury policies. After the 
Federal Reserve reversed its pol- 


icy and began to move in the 
direction of credit ease in mid- 
November of last year, spec- 


ulators became convinced that 
Government bond prices must ex- 
perience a sustained rise. Even 
the occasional investor ‘was led 
to expect that Government bond 
prices were on a one-way street 
The common 
Federal Reserve 


upward, belief was 


that the would 
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flood 
System 
1953 


the commercial banking 
with free reserves, in 
and 1954, in order to pro- 
mote business recovery, and that 
the banking system would ac- 
tively compete for Government 
bonds to maintain earning assets. 
Likewise, the expectation was 
strong that the Treasury would 
carry out all of its deficit financ- 
ing through the sale of short-term 
securities to the banking system 
in order to promote the business 
recovery. Thus, most observers 
were convinced that the Treasury 


as 


would not issue any long-term 
bonds while the recession con- 
tinued. All of these beliefs con- 
tributed to the expectation that 
Government bond prices were 
bound to rise as investors gen- 
erally bid for them. An indication 
of the speculative fervor in the 


Government securities market 
was the increase in the first half 
of 1958 of about a billion dollars 
in New York City bank loans to 
brokers for the carrying of Gov- 


ernments. The effect of the 
speculative rise in the price of 
Government securities, and the 


as 


in vields, w 
interest rates 


consequent drop 
communicated to 
generally throughout the capital 
market. 

In 


expectations 


to the of 


regarding 


addition buildup 
Federal 
Reserve and Treasury policies, 
there was also as noted earlier the 
expectation of a continuing gen- 
eral business decline and a 
resultant drop in plant and equip- 
expenditures 
and industry. All of these expec- 
tations operated, along with 
mand and supply factors, 
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ment by business 
de- 
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100,000 Shares 


The Tucson Gas, Electric Light and 
Power Company 


Common Stock 
$5 Par Value) 
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more tully set torth in the Prospectus. 
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British Reflation Continues 


PAUL 


EIN ZIG 


The British Government is forewarned that it is mistaken in 
believing that its political future is made more secure by pur- 
suit of inflationary policies to insure full employment than by 
tolerating moderate unemployment for the sake of price stabil- 
ity. Dr. Einzig measures the probable effect of inflation on the 
market for government securities and sees here, if not for any 
other reason, source for causing halt to reflationary policies. 


LONDON. Eng.—As is indicated 
by the latest reduction of the 
Bank rate, British official policy 
continues to aim at the creation 
of more em- 
ployment and 
more consum- 
er purchasing 
power. The 
official view 
is that unem- 
ployment will 
continue to 
increase dur- 
ing the next 
few months, 
and the Gov- 
ernment is 
determined to 
do its utmost 
to reverse this 
trend. Even 
now unemptovment is under 3° 
of the working population, much 
less than in other industrial coun- 
tries. British public opinion has 
set up, however, overfull employ- 
ment as a fetish and any Govern- 
ment that allows a slight unem- 
ployment to develop is liable to 
come in for sharp attacks. Since 
the reopening of Parliament the 
Conservative Government has 
been subject to a torrent of abuse 





Dr. Paul Einzig 


unemployment to develop at all. 
The vicrence of these atcacks is 
quite out of proportion to the 
actual extent of unemployment. 
The Government’s reflationary 
measures are denounced as being 
“too late and too little.” 


Sees No Political Gain From 
Inflationary Policies 

Under the pressure of this flood 
of criticism the Government ap- 
pears to have forgotten altogether 
that inflation is still basically the 
main danger. Yet even from a 
purely political point of view a 
Conservative Government can ill 
afford to forget this. It is true, 
an increase of unemployment 
liable to divert working class 
votes to the Labor Party. On the 
other hand, an increase in the cost 
of living is liable to induce many 
Conservative middle class people 


is 


to abstain from voting at elec- 
tions. 
On balance, the Government 


stands to lose more votes if its 
policies cause unemployment to 
decline at the cost of an increase 
in the cost of living than if it 
tolerated a moderate amount of 
unemployment for the sake of 
ensuring stability of prices. Even 








by Socialists for having allowed so, such is the pressure of the 
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1 otf raw materials. 


| Budget 
Hemphill, Noyes & Co. by that time unemployment will 
| be well on the decline and prices 
| will be 


| necessary to reduce 


'end of May, 
| however, 


there is a corresponding 
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vocal 
that the Government is now pre- 
pared to risk a rise in the cost of 


section of public opinion 


living tor the sake of arresting 
anda reversing the moderate in- 
crease of unemployment. 

Until recently official 
aimed mainly at the encourage- 
ment of consumer demand to an 
extent that even Opposition crit- 
ics considered excessive. The 
‘spending spree” brought about 
through the removal of restric- 
tions on instalment buying and 
through the encouragement of 
consumer financing by banks, was 
denounced by Socialists who de- 
manded that the Government's 
main reflationary efforts should 
be directed towards the encour- 
agement of capital expenditure. 
This is in fact what is now being 
done in addition to maintaining 
the measures encouraging con- 
sumer demand. 

The Capital Issues Committee 
has relaxed its control of private 
capital issues, and the Govern- 
ment has restored the cuts made 
12 months ago in its own capital 
expenditure plans and more of 
nationalized industries. Steps have 
been taken to increase steel pro- 
ducing capacity through the erec- 
tion of two large steel rolling 
plants with Government support. 
anis in spite of the fact that at 


policy 


the moment even the existing 
steel producing capacity is not 
used in full. Encouragement is 


given to local authorities to build 
more houses and financial facili- 
ties have been provided to stimu- 
late private building activity. The 
main object of the lowering of 
the. Bank rate to 4% was to en- 
courage production. 

The combined effect of all these 
measures is bound to be a sub- 
stantial increase in demand by 
producers. and consumers alike. 
The anticipation of such an in- 


| crease has virtually brought to a 
halt the tendency, that developed 


during the spring and summer, 
on the part of business firms to 
lower their prices. In any case 
an increase in the cost of pro- 
duction is generally anticipated 
as a result of higher wages and 
of the reversal of the fali in raw 
material prices. 

Already in some. instances..re- 
tail prices have been marked up 
on the ground of the higher cost 
Business firms 
were not in such a great hurry to 


' pass on to the consumer the ben- 


efit of the decline in the raw 
material prices. Whenever raw 
material prices full, manufacturers 
and merchants always claim that 
the eost of raw materials repre- 
sents a negligible fraction of their 
total costs. Whenever raw mate- 
rial prices rise, their relative pro- 
portion in total costs also under- 
goes a mysterious increase; this at 
any rate is what manufacturers 


and merchants claim to be the 
case. 
It is in the Budgtary sphere 


that the Government. is widel) 


| expected to make its biggest con- 


tribution to reflation. Drastic cuts 
in taxation for the sake of stim- 
ulating consumption and reducing 


/unemployment are generally an- 


ticipated. Since, however, the 
is not presented until 
April, it is quite in the cards that 


well on the increase. In 
that case any major tax conces- 
sions would greatly strengthen 
the prevailing inflationary trend. 

Politically it would appear 
taxation to 
strengthen the Government's 
chances at the General Election 
which is now predicted for the 
1959. Economically, 
there would be no justi- 
fication for tax reductions unless 
reduc- 
tion in expenditure or unless the 
trade revival tends to increase the 
proceeds of the taxes. It is diffi- 
cult to see any drastic economies 
in the predictable future. As for 
the yield from taxes its increase 


| is likely to lag behind an increase 
in 


production. In such circum- 


concessions 
inflation. 


major tax 
mean sheer 


stances 
would 


Measures Effect on Government 
Bonds 

revival of the inflation 
caused a reversal of the 
recovery in the market for Gov- 
ernment securities. Before very 
long this will represent once more 
a major headache for the Treas- 
ury. For this reason if not for 
any other, the Government is 
bound to call a halt to reflation 
before very long. The reduction 
of the Bank rate caused a nait mn 
the decline of Government loans. 
But taking a long view their out- 
look is most unpromising. 


Shearson, Hammill Go. 
Names R. GC. Van Tuyl 
And M. D. Safanie 


Shearson, Hammill & Co., 14 
Wall Street, New York City, an- 
nounced that Robert C. Van Tuyl] 
has been named the firm’s new 
Managing Partner. Murray D. 
Safanie will act as Directing 
Partner and continue to serve as 
Chairman of the firm’s Policy 
Committee. 

Mr. Van Tuyl joined Shearson, 
Hammill in February, 1946 and 
was admitted to general partner- 
ship in January, 1948. 

Mr. Safarie joined Shearson, 
Hammill in 1925 after attaining 
prominence as the U. S. Treasury 
Department’s special auditor in 
the U. S. Steel World War I tax 
case. At Shearson, Hammill he 
established one’ of Wall Street’s 
first investment research depart- 
ments and developed many of the 
techniques of security analysis in 


The 
fears 
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use today. He became a partner 
of Shearson, Hammill in 1936 and 





Robert C. Van Tuy] Mufray D. Safanie 


has been Managing Partner since 
1947. 

Shearson, Hammill & Co. are 
members of the New York, Cana- 
dian, Midwest, and Pacific Coast 
Stock Exchanges, and other lead- 
ing stock and commodity ex- 
changes. The firm was founded in 
1902 and has 32 offices coast to 
coast, and offices in Montreal and 
Basle, Switzerland, as well as 
private wire correspondents in 12 
cities. 


Now W. Faubion & Co. 


RICHLAND, Wash.—Walter D. 
Faubion, Jr., is now conducting 
his securities business from offices 
at 600 Newcomer Street under the 
firm name of Walter Faubion & 
Company. 


Edward H. Roselle 
Edward H. Roselle passed away 
at the age of 79. Mr. Roselle was 
a stock broker in New York prios 
to his retirement. 
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President, 





The United States and 
The Problem of Gold 


PHILIP CORTNEY* 


Coty, Inc. 


Chairman, U. S. Council, International Chamber of Commerce 


Mr. Cortney controverts recent IMF international liquidity 
report’s opposition to gold price rise with arguments for prompt 
upward gold price readjustment (which he distinguishes from 
devaluation) and return to the gold standard if we are to 
anticipate its inexorable advent so long as we still are free 
men. The international businessmen’s spokesman contends 
our: (1) monetary policy has had the effect of reducing the 
purchasing power of gold to that of the dollar; (2) gold hold- 
ings are inadequate and recourse to technical tricks or manipu- 
lation are fruitless unless there is a catastrophe in Europe; 
and (3) credit inflation and support of U. S. bonds and high 
level of activity is incompatible with preventing price inflation. 
Insists advantages USSR may gain from higher gold price 
are minor compared with resultant free world benefits, and 
deplores our monetary megalomania, bathed in the euphoria of 
money and credit expansion, in extravagant pursuit of full 
employment and perpetual boom. 


Monetary questions are notori- 
ously complicated and to this day 
we do not possess a commonly ac- 
-epted theory of money. One hesi- 
tates, in con- 
sequence, to 
speak about it 
with any de- 
gree of certi- 
tude. And yet, 
even at the 
risk of com- 
mitting the 
sin of pride, 
I shall defend 
my views, be- 
cause I have 
the strong 
conviction 
that we shall 
not remain 
free men for 
very long if an end is not brought 
to inflation and if health is not 
restored to our currencies. 

In view of the difficulties which 
attend the governing of free men 
.n democracies based upon uni- 
versal suffrage, we do not know 
f any other form of discipline but 
that of the gold standard which 
will permit us to restore monetary 
wder in the world. An end must 
ve put to the era of expedients 
which put off until later the solu- 
Lion of our monetary illness, ren- 
lered still more acute by these 
very expedients. If we desire a 
return to currencies which are 
reely convertible one into the 
ther, a reasonable stability of 
wices and free international trade, 
we must also desire the means to 
itain them, and these means are 
the re-establishment of an inter- 
ational gold standard. Prejudices 
‘nd obstacles faced by the gold 
‘Landard arc such that some sober 
‘hinkers have reached the point 
of advocating insufficient gold re- 
serves, in order that the men en- 
trusted with the management of 
urrencies be restrained by the 
‘war of deficits in the balance of 
payments! 





Philip Certnes 


Outlines Several Obstacles 


There are several obstacles in the 
way of a return to the gold stand- 
ard. First of all an ill-founded 
wejudice against the gold stand- 
trd which goes back to the 1929 
Jepression. The confusion in 
inking is, perhaps, still greater 
than the confusion in things due 
‘o the fact that the underlying 
‘auses of this postwar depression 
‘ ave never been sufficiently stud- 
ied or explained with the neces- 
‘ary clarity. The few thinkers who 
have applied themselves to this 
task, such as the late Professor 
Charles Rist, have been unable to 
secure any degree of acceptance 
for their opinions. Others have 
onjy supplied superficial diagno- 
2s, quite unsatisfactory for men 
cndowed with realistic or critical 





*Paper presented before the l’Acade- 
mie dos Sciences et Politiques, Paris, 
France, Nov. 10, 1958. 


minds. If economists are unable 
to reach an agreement in the in- 
terpretation of known facts, 
backed by e mass of documents 
and abundant statistical data, they 


show extraordinary conceit in 
claiming to be able to direct a 
planned economy by means ol 


paper money. 

The second obstacle to the re- 
turn of the. gold standard lies in 
the general adoption of the doc- 
trine of “full employment.” A lib- 
eral society can assure a high level 


of employment provided that no 
abuse is made of money and of 
credit, that government finances 


are run with economy and wisdom 
and that the price mechanism is 
allowed to function freely. But 
full employment as it is under- 
stood by modern economists, and 
by politicians in their wake, sig- 
nifies nothing but inflation: and 
furthermore I am not so sure that 
the means which they advocate 
will not have as an end-result both 
inflation of prices and unemploy- 
ment. 

The third obstacle is to be found 
in the attitude of my country, the 
United States. On this subject I 
shall speak with all the inde- 
pendence of mind of which I am 
capable, because it is our very 
human freedom which is at stake. 

Monetary order cannot return 
to the world without the initiative 
and cooperation of the United 
States. The economic power of 
my country is so great that our 
actions and even our omissions in 
monetary matters have repercus- 
sions in the rest of the free world 


Prerequisites for a Gold 
Standard 

The re-establishment of the in- 
ternational gold standard requires 
first of all stopping the financing 
of budgetary deficits through 
money created by the banks as 
well as ending inflationary private 
banking credit. If these decisions 
were taken, the price of gold 
would have to be modified, or 
more exactly, the price in gold of 
paper dollars and other curren- 
cies, would have to be modified, 
for otherwise we should run the 
risk of inflationary pressures and 
readjustments which the free 
world would ill be able to support 
in the present social atmosphere 
and in the face of the economic 
offensive of Soviet Russia. 

The present level of prices, a 
consequence of the flood of paper 
money issued to finance the war. 
is maintained thanks to the infla- 
tion of credit, and by the renewed 
financing by the banks of budg- 
etary deficits. We are repeating 
the same error made after the 
first war, when we tried to main- 
tain, through the abuse of credit 
the gold value of the dollar and 
of the pound as well as a price 
level which no longer had any 


normal relation either with exist- 
ing goid reserves or with the pro- 
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the 
the 


new gold. I share 
Charles Rist that 
the length of the 1929 
depression can be largely ex- 
plained by this monetary error, 
which brought about not only a 
general tendency towards lower 
prices in the presence of wide- 
spread and abnormal indebted- 
ness, but also considerable dis- 
parities between the prices of 
finished products, wages and serv- 
ices on the one hand and those oi 
raw materials and agricultural 
products on the other. 


duction of 
views of 
depth and 


The auestion of the revaluation 

gold of the paper dollar and 
of the other currencies gives rise 
to passionate opposition in my 
country. The reasons for this cat 
be found, not only in prejudices 
and psychological factors, but also 
in the intellectual belieis of a 
great number of professors teach- 
ing money and banking, which I 
shall trv to elucidate. And yet, 
I am convinced, for reasons which 
I shall set forth later, that the 
implacable logic of the monetary 
facts wil! force us, in the not too- 
far-distance future, to change the 
gold value of the paper dollar, 
unless we should prefer a totali- 
tarian society and a free world 
separated by “sui generis” iron 
curtains. As I see it, the only 
question that remains 


in 


is whethe 
this change will come about in an 
orderly or a disorderly fashion. 


Quick Look at Monetary System 


Let us first give a quick look 
at the American monetary system 


and at the repercussions it has 
had on the rest of the world bs 
virtue of the events that have 


taken place following the 1929 de- 
pression, 

The gold coverage which was at 
40% for banknotes and at 35% 
for commercial banks déposits 
with the Federal Reserve Bank. 
was reduced in 1945 to 25% by 
means of a special law. 

The dollar is not convertible 
into gold within the country and 
the free tracing or possession of 
gold by individuals is forbidden 
(except for jewelers and dentists 
whe can obtain it from the Fed- 
eral Reserve Banks). Thereforc, 
gold is no longer either a cur- 
rency or a merchandise. The 
Federel Banks pay out gold 
against paper dollars only to the 
Central Banks of the rest of the 
world. I frankly do not know 
by what name it would be proper 


to call this monetary system, 
which in principle is based on 
cold but which violates all the 
basie rules of the gold standard. 
This absurd state of affairs was 
created in the aftermath of the 
crisis of 1929, without there ever 


having been a serious study made 
of the whole matter. 

As you know, Professor Charles 
Rist niaintained t-at the United 
States, wricn had recourse to in- 
flation to finance the World Wai 
I, was able after 1920 to support 
the gold convertibility of the dol- 
lar owing to an absolutely ex- 
eceptional situation which had 
compelled Europe to ship gold to 
the United States during the en- 
tire war of 1914-18. This explana- 
tion, while it is partly correct, 
scems to me to be incomplete. 
What hanpened after the First 
World War is exactly what oc- 
curred after the Second World 
War, namely, that the United 
States was the only large indus- 
trial country which could supply 
the goods for which the world 
had a pressing and urgent need, 


and the economic power of the 
United States in relation to the 
rest of the world had become 


such that its balance of payments 
had large surpluses, thus resulting 
in a sort of “dollar-shortage,”’ an 
expression which gained great 
vogue after the Second World 
Wer. 

But there is mcre. 
Reserve Act which 
force in 1913, on 
First World War, already made 
possible considerable amount of 
monetary and credit inflation. The 


The Federal! 
came _ into 
the eve of the 


Act stipulated be- 
tween the value of the dollar and 
the value of a definite weignt of 
gold. However, by virtue of its 
wealth and economic power the 
United States was able to obtain 
that the purchasing power of gold 
should conform to the purchasing 
power of the dollar, instead of 
the dollar conforming fo the pur- 
chasing power of gold. As a mat- 
ter of fact, after the First World 
War, the world was on a dolla: 
standard, helped in this by the 
Gold Exchange Standard. 

This system collapsed in the 
depression of 1929. The events in 
Europe after the advent of Hitler, 
resulted in a considerable flow of 
gold towards the United States 
most of which was the property 
of Europeans. 

Between 1933 and 1935 the laws 
regulating the Federal Banks were 
modified, thus making possible 
the massive inflation of money 
and credit that took place during 
and after the Second World War. 


equality 


an 


Until then banknotes had to 
have a coverage of 40% in gold 
and the balance in trade. The 


change in the Federal Reserve Aci 
since 1945 allows the banknotes 
to be covered up to 75% by gov- 
ernment bonds and the balance of 


25% in gold. The total of bank- 
notes issued has increased from 
$4.5 billion in 1939 to $28 billion 
in 1958. 


-Monetary. Inflation Since 1928 

To indicaie how the swelling of 
meens of payment has grown in 
the United States, I shall mention 
the following figures (means ol 
payment’ are understo-d ‘to in- 
clude banknotes and (emand de- 
posits). Time deposi-s, although 
considerable, are execl-dcl, bur 2 
really thorough stu‘iy of tae mon- 


etary ~ Situation -in tie’ United 
‘States would nave to tike these 
into account. 
Geld Means of 
Reserves Payments 
(billion ) (billion ) 
1928-—Decempbe1 40 24.0 
1934 —Decembe! *8.2 23.1 
193¢ June 16.1 33.4 
1941. December eo +40.6 
1945---Decemnber 21.0 102.3 
1949-—December 24.4 111.2 
1950-—Decembe) 22.7 117.7 
1954--Decembe1 22.0 "1306.5 
1957. October 22.6 135.0 
195i-—-Oc tober 20.4) 136.7 
After devalution ‘World War II 
Marshall Pla SKorean Wat! ‘Re- 
wuublican Administration 


Time deposits (of which at least 
half can be regarded as time no- 


tice demand deposits) have in- 
creased from $20 billion in 1945 
to $98 billion in 1958. 

The balance shect of the post- 


war monetary policy of the United 
States can be stated thus: The 
Government of the United States, 


intoxicated with its economic 
power, seized by a sort of mone- 
tary megalomania, bathed in the 


euphoria of money and credit in- 
flation, plunged into a policy of 
extravagant expansion having as 
its objective full employment and 
perpetual boom. A systematic pol- 
icy of cheap money was put into 
practice, Federal banks were given 
the duty of supporting Govern- 
ment securities at a level which 
was not that of a free market, 
building was subsidized, agricul- 
tural prices were supported by the 
purchasing and storing of wheat, 
cotton, etc. and considerable quan- 
tities of industrial raw materials 
were stock-piled. 


Pursuit of Contradictory Tasks 

With a complete disregard of 
the lessons of the First World War 
and of the decade 1920-1930, an 
abnormal expansion of credit was 
superimposed upon the monetary 
expansion resulting from the fi- 
nancing of World War U. This 
seems to me the main monetary 
error committed by the U.S. Gov- 
ernment and its consequences are 
still being felt, thus confronting 
our country with an inextricable 
dilemma. Many people still do not 
understand that monetary abuses 
cannet be cured by credit abuses, 
and the illusion is still being nour- 
ished that the inflation of credit 
can be sustained by a still 
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massive dose of credit and of cur- 
rency. Thus the Federal banks 
came to be asked to undertake 
well-nigh impossible as well as 
contradictory tasks. The Federal 
Reserve Banks are required to 
maintain the economic activity of 
the country at a high level by ex- 
pansion of credit and to support 
the Government’s securities while 
at the same time they must pre- 
vent the rise in prices and in the 
cost of living. These are tasks for 
supermen, and I am not sure that 
even they could accomplish them! 

To the extent that the economic 
and monetary policies of the 
United States were incompatible 
with the professed principles of 
international cooperation it was 
decided to remedy this situation 
by loans, gifts, etc. Since the end 
of the war approximately $60 bil- 
lion have been paid out to the rest 
of the world, of which a substan- 
tial amount returned to the United 
States as demand deposits (there 
are about $15 billion of foreign 
demand deposits). 

If I were to summarize in a 
synoptical fashion the results of 
the United States policy, here is 
what I would say: The free world 
has been put on a dollar standard, 
the dollar has been put on a gov- 
ernment bonds standard, and the 
government's credit is largely de- 
pendent upon politics and labor 
unions. To clarify the facts, I 
would mention that banknotes 
(about $28 billion) and commer- 
cial bank deposits with Federal 
Reserve Banks (about $18 billion) 
are covered to the extent of about 
60% (£26 billion) by government 
securities. 

I now come to the question of 
the present monetary situation in 
the United States and to the rea- 
sons for which I am led to believe 
that a «hange in the gold value of 
the dollar and of other currencies 
will be foreed upon us much 
sooner than those who deal with 
these matters believe. I share the 
opinion that such a change will 
become necessary more for na- 
tional American reasons (if my 
country does not wish to drift into 
totalitarianism) than for reasons 
of international liquidity, although 
there is a close connection be- 
tween these two aspects of the 
problem of the price of gold. 


Disagrees With IMF Report 

The Monetary Fund has just 
published its report on the ques- 
tion of international liquidity. Its 
conclusion that there are no 
proven or obvious needs justifying 
a change in the price of gold. I 
am afraid that this conclusion was 
reached and publicized to a great 
extent to please my tountry, be- 
cause the facts brought out in the 
report do not warrant such a con- 
clusion. The present position of 
the dollar is well described there- 
in and yet the consequences which 
ensue from it, and of which I am 
going to speak later, are not even 
being considered. Nothing is said, 
to be specific, about the precari- 
ous, not to say alarming, situation 
of the Government securities mar- 
ket, on which the dollar is based. 
The report apparently considers 
as being without danger, despite 
the experience which followed the 
1929 crisis, the abnormal use we 
make of the dollar-pound-ex- 
change standard. They pretend te 
think that everything is for “the 
best in the best of all possible 
worlds” regarding the convertibil- 
ity of currencies, and this at the 
very time the Monetary Fund pub- 
lishes a volume of more than 300 
pages giving all the regulations 
concerning exchange control and 
restrictions in all the countries of 
the presumably free world! 

I have grouped together here a 
few of the facts which lead me to 
believe that the free world has 
reached an important monetary 
turning point and that inexorably 
the proce of gold will have to be 
changed and first of all for na- 
tional American reasons. 

(1) First, we have the demor- 
alized state of the Government 
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A. KRIZ* 


The First National City Bank ef New York. New York City 
Formerly Chief of Foreign Research Division, 
Federal Reserve Bank of New York 


America’s top gold analyst calls for deeds, mot words, to pre- 
vent doubts concerning the assured maintenance of the dollar 
price of gold. Dr. Kriz attributes gold outflow to gold pur- 
chased by foreigners with currently earned dollars resulting 
from our balance of trade reversal, and not from massive con- 
version of foreign-held dollars, and to opportunity presented 
by recent favorable price for gold in the London market which 
prompted centra! banks to buy their gold here. He does not 
dismiss the possibility of a run on the dollar, as on any other 
currency, nor regard our gold position with complacency. Adds, 
however, that our resources and productivity are recognized, 
that inflationary pressures are weaker here than abroad, and 
that we are international creditor nation on long term account. 


Dollar expenditures of foreign 
countries during most of the past 
decade fell short of their dollar 
receipts. As a result, foreign 
countries ac- 
quired large 
amounts of 
dollars and 
some of them 
chose at times 
—and espe- 
cially du.ing 
1958—to con- 
vert them into 
gold rather 
than to add to 
their dollar 
holdings. [ 
shall review 
briefly the 
current gold 
outflow from 
the United States and its signifi- 
cance. Once we have clearly in 
our minds what has happened, we 
shall be able to pass a better 
judgment about whether there are 
— for concern over the dol- 
ar. 





Miroslav A. Kriz 


Balance of Payment Reversal 

During the first nine months of 
this year, the United States had a 
deficit in its commercial and fi- 
nancial transactions with foreign 
countries of $2.7 billion. Of this 
amount, foreign countries used 
$2.1 billion to purchase gold from 
the U. S. Treasury. The shift of 
the United States from the posi- 
tion of a net buyer of gold in 1956 
and 1957 to that of a net seller in 
1958 reflected, basically, a sharp 
reversal in the United States bal- 
ance of payments with the United 
Kingdom and Continental West- 
ern Europe. At the time of the 
Suez crisis in late 1956 and at the 
high of the world-wide inflation- 
ary boom in 1957, most of these 
countries had lost gold and dol- 
lars to the United States: but with 
the passing of the Suez emergency 
and the restoration of financial 
stability, they put an end to ex- 
cessive imports and capital flight. 
This in turn brought about a de- 
cline in United States merchan- 
dise exports from the unusually 
high levels of the second half of 
1957 as well as some repatriation 
of foreign short-term funds. At 
the same time, United States mer- 
chandise imports were well main- 
tained, and government grants 
and loans as well as private cap- 
ital outflow continued at high 
levels. 

Not al] currently acquired dol- 
lars, however, were used to our- 
chase gold from the United States. 
While no single figure reveals 
current short-term dollar assets of 
fereign countries, enough may be 
inferred from the Federal Reserve 
Bank statements and various data 
showing foreign deposits at Amer- 
ican commercial banks to con- 
clude that there has been so far 
no decline in the aggregate of 
such assets. The gold outflow that 
Nas occurred so far cannot there- 





*An address by Mr. Kriz before 
Economics Roundtable of the 
tional Foreign Trade Council, 
City; Nov. 19, 1958. 
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fore be regarded as having been 
caused by a massive conversion of 
foreign-held dollars into gold. 
From February through August, 
Switzerland and the United King- 
dom reduced, it is true, their dol- 
lar assets, but Canada, Germany, 
the Netherlands, and other coun- 
tries continued to add to their 
dollar hofdings. 


Favorable Price in London 
Gold Market 


An important reason of a tech- 
nical nature for the large United 
States gold sales to Continental 
Western European countries was 
the rise—for the first time in re- 


cent: years — of the U. S. dollar 
eaguivalent of the London gold 
price slightly above the United 


States Treasury’s selling price of 


gold ($35.0875 per fine ounce). 
This price. reached its highest 
level in mid - October about 


$35.14—but subsequently declined 
and stood Nov. 18 at about $35.10. 
The rise in the Londen price has 
made.-it, of course, cheaper for 
central banks to buy gold in New 
York. The London gold price rise 
in turn refleets the fact that much 
of the gold coming into the Lon- 
don market from the Union of 
South Africa and other countries 
finds its way into the monetary 
reserves of the United Kingdom 
instead of being sold—for dollars 

to foreign central banks and 
private buyers, during most 
of the earlier years. 

In the light of United States 
balance -of - payments  develop- 
ments so far this year and in the 
light of the established policies 
znd practices of foreign monetary 


as 


authorities with regard to the 
form of their international re- 
serves—whether gold or dollars 


the current gold outflow from the 
United States appears as a normal 
part of the working of the inter- 
national monetary mechanism. 
Most countries other than the 
United States maintain the ex- 
ternal value of their currencies 
by being ready to enter as buvers 
or sellers of United States dollars 
at the limits of a given range. By 
buying gold whenever other coun- 
tries need to replenish their dol- 
iar balances in order to intervene 
in the exchange markets, the 
United States helps preserve the 
stability of the existing exchange 
vate structure. The United States 
has thus acquired large amounts 
of gold during the last quarter of 
a century. Obviously, there 
would be no justification for hav- 


ing, at a fixed official price, 
bought this gold in the past if 
the United States were not also 


ready to sel] it, at the same price, 
for the purpose of keeping stable 
the international value of the 
dollar. The interconvertibility of 
the dollar with gold in trans- 
actions with monetary authorities 
is an essential feature of the in- 
ternational gold bullion standard 
us it functions today. 

Yet, the magintude and the 
speed of the current gold outflow 
are reminding us once again that 
the trends and developments in 
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the United States balance of pay- 
ments are matters of great import 


and significance. In faéet, concern 
is being expressed, both here and 
abroad, over the dollar. To be 
sure, this country is still holding 
over one-half of the Free World's 
monetary gold stock; but the 
United States whose dollar is in- 
creasingly used, along with ster- 
ling, as a world-wide means of 
Payments and a currency in which 
to keep monetary reserves, needs 
a gold stock adequate for its do- 
mestic as well as international 
responsibilities. 


Our Gold Coverage 


Domestically, gold is held as 
the 25% legal cover for Federal 
Reserve note and deposit liabili- 
tics. On Nov. 12, the U. S. Trea- 
sury’s gold stock amounted to 
$20.7 billion, and of this amount, 
$11.5 billion was required as 
cover for currency. The actual 
ratio stood at 43.5%, as compared 
with 47.4% in mid-February, be- 
fore the gold outflow from the 
United States began. Despite its 
decline, the gold reserve thus ex- 
ceeds by a wide margin the statu- 
tory requirement. 

Gold not required as cover for 
currency stands at about $8.5 bil- 
lion. It is therefore less than the 
United States short-term liabili- 
ties to foreign countries on of- 
ficial as well as private account, 
which in August 1958, the latest 
date for which figures are avail- 
able, amounted to $14.2 billion. 
Of this amount, however, $5.3 
billion was held by commercial 
banks, business firms and indi- 
viduals largely as working bal- 
ances and reserves against con- 
tractual obligations to Americans; 
such private holdings cannot be 
used to purchase gold from the 
United States. The remaining $8.4 
billion represented holdings 
monetary authorities. Although 
such holdings are not legally con- 
vertible into gold, the United 
States has for almost a quarter of 
the century followed the practice 
of converting them into gold; a 
large part of these holdings con- 
sists. of course, of working bal- 
ances to meet current or prospec- 
tive payment requirements or to 


of 


operate in exchange markets. As 
I have already noted, gold bought 
this year by foreign countries as 
a whole has been purchased with 
currently acquired dollars, not by 
drawing down existing snort-term 
dollar assets. 


Foreign @ountries are also hold- 
ing American stocks, bonds, and 
other securities, which were 
worth some $8 billion at the end 
of 1957. Data published currently 
in the Federal Reserve Bulletin 
show no evidence of any massive 
liquidation of portfolo invest- 
ments by foreigners. 

fo be sure, there is always a 
possibility of a run on the dollar 
as on any other currency. Even 
more important, the pressures on 
the dollar could come not only 
from foreigners but also from 
Americans, Today, however, there 
are no indications of any wide- 
spread flight from the dollar into 
gold purchased and held by 
United States residents in various 
centers abroad, 


Argues Against Complacency 


Yet, the gold position of the 
United States must not be re- 
garded with complacency. There 


is a growing inflation-mindedness 
in America itself; the Treasury 
has to deal with difficult and del- 
icate problems of financing a 
peace-time record budgetary def- 
icit and U. S. Government bonds 
are in disfavor; and there is 
emerging a new wage-price push 


that may well nullify expected 
increases in labor productivity 
and, among other things, price 
American goods out of world 


markets. A flight from the dollar 
might be touched off if the idea 
gained vround that conditions 
were developing under which a 
rise in the dollar price of gold 
would appear inevitable. 
Americans as well as foreigners 
are, of course, aware of the large 
real resources and high produc- 
tivity of the American economy, 
the largest and the most produc- 
tive economy of the Free World. 
Furthermore, inflationary pres- 
sures have been, and may well 
remain, weaker in the United 
States than in most foreign coun- 
tries. Finally, although the United 
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States is an international debtor 
on short-term account—its liabil- 
ities to foreigners greatly excced- 
ing its banking claims of them— 
on long-term account it is an in- 
ternational creditor; our invest- 
ments abroad exceed by $36 billion 
the foreign investments in this 
country. 


On balance, therefore, there are 
many elements of strength in the 


‘United States international posi- 


tion. There is no doubt, however, 
that the United States, like other 
countries, is exposed to many 
economic and financial ‘strains 
and stresses. Foreign bankers, 


businessmen and investors are— 
understandably — watching how 


we handle our monetary and fis- 
cal affairs. What counts, there- 
fore, is the determination of the 
United States Government aid of 
the Federal Reserve System to 
safeguard economic and monetary 
stability and thus prevent — by 
deeds, and not by words alone— 
the spread of doubts concerning 
the assured maintenance of the 
dollar price of gold. 


Customers Brokers 
Annual Xmas Party 


The Association of Customers’ 
Brokers will hold their annual 
Christmas party on Dec. 3 at 
White’s Restaurant. Tariff includ- 
ing dinner and gratuities is $7. 
Reservations may be made with 
A..Frank, Ladenburg, Thalmann 
& Co, 


Loewi Adds to Staff 


(Special to THe FINANCIAL CROW CLE) 
MILWAUKEE, Wis.—Harry M. 
Hintz has been added to the stafi 
of Loewi & Co. Incorporated, 225 
East Mason Street, members of 
the New York and Midwest Stock 
Exchanges. 


Joins Marshall Co. 


(Special to Tae FINANCIAL CHRONICLE) 
MILWAUKEE, Wis.—Robert G 
Morris has joined the staff o@ 
The Marshall Company, 765 North 
Water Street. 





This announcement is neither an offer to sell nor a solicitation of an offer to buy these securities. 
The offer is made only by the Prospectus. 


364,670 Shares 


P. Lorillard Company 


Common Stock 


(Par value $10 per share) 


Subscription Price $68 per Share 


The Company is offering 
Common Stock, subject to t 
Subscription Warrants expire at 


these shares for subscription 


by the holders of its 


he terms and conditions set forth in the Prospectus. 
3:30 P.M., New York Time, December 9, 1958. 


Prior to the expiration of the Subscription Warrants, the several Underwriters 


mav offer and sell shares of Common Stock pursuant to the terms and 


set forth in the Prospectus. 


Copies of the Prospectus may be obtained in any ! ) 
Underwriters, including the undersigned, as may lawfully offer these 


LEHMAN BROTHERS 


November 26, 1958. 


conditions 


State only from such of the several 


securities in such State. 


SMITH, BARNEY &% CO. 











(2208) 


THE MARKET 


16 





... AND YOU 


By WALLACE STREETE 





The long-overdue correc- 
tion in the stock market came 
with a thud this week when 
industrials were given a one- 
day trouncing that was sharp- 
er than anything seen in three 
years. 

In fact, if it hadn’t been for 
a break of nearly 32 points in 
late September, 1955, at the 
time of the President’s heart 
attack, which in turn was the 
sharpest one-day setback 
since 1929, the comparison 
would have stretched back 
more than three years. 

The inevitable fishing 
around for a reason centered 
pretty much on what appears 
to be a topping out of steel 
production, with the auto 
makers still not overly promi- 
nent as buyers, plus Adminis- 
tration intentions of tighten- 
ing up the Federal budget. 
But the selling had already 
started before these an- 
nouncements were made and 
a sharp drop on last week’s 
final session built up a good 
load of weekend orders aimed 
at protecting profits. And 
once these hit, the list col- 
lapsed rather easily with the 
selling carrying on into the 
week. 

In the several days of sell- 
ing more than two dozen 
points were trimmed from the 
record high standing of the 
senior average. This, however, 
is still short of even the mini- 
mum range of a full correc- 
tion so trading is still a nerv- 
ous affair. 


Institutions Sitting Pat 

Sketchy statistics so far 
available, and the opinions of 
brokers generally, support the 
contention that up to here, 
anyway, the selling has been 
mostly from the public with 
the institutional and invest- 
ment company investors sit- 
ting pat or shopping for bar- 
gains on sharp selling. There 
was some talk of foreign 
liquidation, balanced off by 
buying in special situations, 
so that these rumors were in- 
conclusive. 

Rails were less pressed than 
the industrials, mostly be- 
cause they didn’t have the 
many excesses that the indus- 
trials did. And Pennsylvania 
Railroad was able to make 
uphill progress right through 
the selling to provide a bright 
spot in the group. 

Utilities were carried 
downhill with the general 
selling, a pronounced bit of 
easiness in Consolidated Edi- 
son following announcement 
of a $60 million convertible 
debenture offering. 

Apart from new easiness in 
the price of copper, the busi- 
ness background wasn’t un- 
favorable and predictions of 
operations reaching a peak 





for the year in this quarter 
were many and varied. A few 
dour dividend actions, how- 
ever, continued to weigh on 
specific situations even where 
prospects for improving busi- 
ness were good. 

Bearish Technical Factors 

Technical aspects weren't 
overly depressing although 
still favoring the bears. Trad- 
ing expanded on selling, in- 
cluding the appearance of 
1,287 issues cn one day of 
pressure which was the sec- 
ond broadest list in history 
and only three shy of the 
record 1,290 issues that ap- 
peared early in 1955 as one 
day’s work. Late tickers were 
numerous even within a sin- 
gle session and mostly when 
selling showed up to depress 
the list or to kill off any -fee- 
ble rallies. 

Motors weren't too badly 
affected by the selling and 
American Motors, after de- 
claring a stock dividend and 
reporting good earnings, was 
able to run counter to the 
trend most of the time. Ex- 
cept for the low-priced items, 
there hasn’t been any enthu- 
siasm on a bread scale for the 
Big Three in this section for 
a long time which left little 
to be corrected. 


An Upstanding Electronic 

Some of the electronics 
were able to shrug off the 
general selling easily, notably 
Siegler which bolstered the 
fast shrinking list of new 
highs posted this week. As 
was pointed out in these pages 
last week, the company has 
done a rapid shift in only four 
years to join the ranks of the 
important electronics outfits 
with both rapidly incressing 
sales and profits and _ still 
available at a modest price- 
earnings ratio against the 
other more popular items in 
the group. 

Oils continue laggard ex- 
cept for Richtield which was 
able to rush to a couple of 
new highs right through the 
selling deluge. But since the 
items in this group had been 


neglected for so long, they. 


weren't overly conspicuous 
under pressure even when 
selling was general. Socony 
Mobil, for one, was being 
looked at far more kindly by 
several markets students since 
it was able to hold up its sales 
well although the company 
isn’t expected to maintain this 
year the 50-cents extra paid 
last year. The cost-pinch, 
however, hasn’t put the $2 
regular rate in any jeopardy 
while the price has declined 
about a dozen and a half 
points from last year’s peak 
to go a long way toward dis- 
counting the bad news ahead, 
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and the company appears on 
the brink of improving 
fortunes. 

Atlantic Refining was an- 
other oil in mild demand on 
the prospect of far better re- 
sults next year than this, a 
dividend that is well covered 
by even this year’s depressed 
earnings and a yield of 
around 4.7‘« which is a far 
better return than available 
in issues where all the recent 
demand has centered. 

Ashland Oil is another 
high-yielding item in the oils, 
its yield running around 
512‘~ and its regular dividend 
is also believed to be well 
covered despite a decline in 
profits this year. The com- 
pany is noted for turning in 
good profit results even in 
trying years and, with the up- 
turn in oil, business and the 
general economy continuing 
into next year, improvement 
in results shown by Ashland 
in the September quarter 
could gain momentum. 

Among the rail fanciers the 
recent fad has been to favor 
ihe Eastern roads since they 
were so well depressed that 
they were logically the can- 
didates for dynamic recovery 
as the recession waned. But 
the market setback chilled 
this game a bit and attention 
was mostly concentrated on 
the Western roads that have 
been little affected, profit- 
wise, by the recession. And 
they are still among the 
higher-yielding items around. 
Southern Railway and Santa 
Fe both offer returns well 
into the 5‘. bracket and 
neither has been unduly af- 
fected by the business down- 
turn, their results comparing 
very favorably with last year. 
Santa Fe, pricewise, has held 
about in last year’s range 
while Southern has only 
nudged out of last year’s 
range on the topside recently. 


The Chemicals Hit 

Chemicals were in the fore- 
front of the groups that bore 
the brunt of the recent selling 
but there were items in this 
group that hadn’t participated 
in the bull swing and had 
little to correct. Olin Mathie- 
son, chilled by a dividend cut 
earlier in the year, has been 
virtually stagnant but, on the 
other hand, has not had the 
sinking spells it did when its 
previous dividend was in 
jeopardy nor, for that matter, 
approached the low it posted 
then before the bad news was 
official. Its earnings are defi- 
nitely going to make poor 
reading this year since large, 
non-recurring start-up ex - 
penses are being charged off 
this year. It does, however, 


point to a virtually assured - 


rebound in profits next year 
piled on top of operations that 
are improving steadily. 

[The views expressed in this 
article do not necessarily at any 
time coincide with those of the 


“Chronicle.” They are presented 
as those of the author only.| 
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SECURITY TRADERS ASSOCIATION OF NEW YORK 


The Security Traders Association of New York will hold their 
annual election on Friday, Dec. 5 at the Bankers Club. The fol- 
lowing slate has been nominated for 1959: 





Bernard J. Conlon Barney Nieman John S. Barker 





Salvatore J. Rappa Wilbur Krisam 


President—Bernard J. Conlon. P. E. Fox & Co., Ink 

First Vice-President—Barney Nieman, Carl Marks & Co., Inc. 

Second Vice-President—John S. Barker, Lee Higginson Cor- 
poration. : 

Secretary—Salvatore J. Rappa, F. §. Moseley & Co 

Treasurer—Wilbur Krisam, John C. Legg & Company. 

; Directors (Two-Year Term)—William J. McGovern, Blyth & 
Co., Inc.; Frank J. Orlando, Goodbody & Co.; Elbridge A. Smith, 
Stryker & Brown; Bernard Weissman, Gold, Weissman & Co. 

: Trustees of Gratuity Fund (Two-Year Term)— Vincent M. 
— Goldman, Sachs & Co.: Charles M. Kaiser. Grady, Berwald 
& Co. ; 

Nation ul Committeemen— Samuel F. Colwell, W. E. Hutton & 
Co.; Stanley L. Roggenburg, Roggenburg & Co.; Alfred F. Tisch, 
Fitzgerald & Co. 

National Committeemen Alternates—Stanley E. Dawson-Smith. 

Crutienden, Podesta & Co.; Joseph R. Dorsey, Bache & Co.: 
Thomas Greenberg, C. E. Unterberg, Towbin & Co.; Robert M. 
Topol, Greene & Company; Sianley M. Waldron, Merrill Lynch, 
Pierce, Fenner & Smith. 

Nominating Committee (Four Members to Be Elected )— Leslie 
Barbier, G. A. Saxton & Co., Inc.: Henry G. Bruns, T. L. Watson 


& Co.; John Butler, The First Boston Corporation; Thomas L. 
Curry, Stone & Webster Securities Corporation; Edward A. Horn, 
Kuhn, Loeb & Co.; Sidney Jacobs, Sidney Jacobs Co.; James 


Francis Kelly, Kidder, Peabody & Co.; T. Frank Mackessy, Ab- 
bott, Proctor & Paine; John M. Mayer, Merrill Lynch, Pierce, Fen- 
ner & Smith; John J. Meyers, Jr., Gordon Graves & Co.: Daniel 
G. Mullin, Tucker, Anthony & R. L. Day; “Hank” Serlen, Joseph- 
thal & Co.; Homer Wirth, Mabor & Co. 

The Polls will be open from 4 to 5:30 p.m. and the annual 
meeting will convene at 5:15 p.m. At the conclusio: 
ing a cocktail party wilbbe held. 


of the meet- 


SAN FRANCISCO SECURITY TRADERS ASSOCIATION 


The San Francisco Security Traders Asso- ail 
ciation at its annual meeting elected Albert A. 
Hewiit of First California Company as Presi- 
dent of the association for the next year. 
Leslie J. Howard, Jr., of J. S. Strauss & Co. 
was named Vice-President, and Robert F. 


Loberg, J. Barth & Co., was named Secretary- 
Treasurer of the association. 

In addition to the officers, the following 
were elected directors of the association: Wil- 
liam Belknap, William R. Staats & Co.; Donald 
Agnew of Stone & Youngberg; Frank Notti, 
Schwabacher & Co., and Richard A. Hennig 
of Brush, Slocumb & Co., Inc. 


BALTIMORE SECURITY TRADERS ASSOCIATION 

The Baltimore Security Traders Association will hold their 
24th annual dinner on Friday, Jan. 16, 1959 at the Southern Hotel. 
Harry J. Niemeyer, Robert Garrett & Sons, is Chairman of the 
entertainment committee. 





Aloert A. Hewitt 















By DONALD C. MILLER* 


Second Vice-President, Continental Illinois National Bank 
and Trust Company of Chicago, Chicago, Ill. 


Gravely concerned about the dollar’s down-hill slide, Chicago 
banker submits anti-inflation program which he describes as 
being neither radical nor extreme. Mr. Miller proposes placing 
our economy and fiscal policy on a non-partisan business 
basis, creating a Watchdog Committee for Expenditures, enact- 
ment of Saltonstall Resolution requiring a minimum of even 
one percent siphoning of tax revenue into debt retirement, and a 
vast public relations educational campaign to awake Americans 
to how inflation jeopardizes our economy. 


For the past 20 years our econ- 
omy has been affected by our ef- 
forts in World War II, the Korean 
War and the necessity for con- 
tinuous expenditures to defend 
our nation. This constant spend- 
ing has created an inflated econ- 
omy that was unthinkable a 
generation ago. As a result of this 
false prosperity, we as a nation 
have developed a habit of na- 
tional extravagance far and be- 
yond our wildest dreams. 

Certainly all visionary people 
recognize the inflationary dangers 
involved and can see the possibil- 
ity of ultimate economic chaos. 

The Communist nations, with 
their low standards of living and 
single-minded ambitions to over- 
take the capitalistic world, are 
hoping and waiting rather impa- 
tiently for this to happen. 

In our Democratic form of gov- 
ernment we demand the right to 
criticize, except in times of war, 
yet we feel our responsibilities to 
our government are discharged 
primarily through taxation. Every- 
one criticizes the government re- 
gardless of administration, but 
very rarely does anyone offer to 
help solve the problems. 

For many years large segments 
of the population have been de- 
manding more and more from our 
central government in Washing- 
ton. Our strongly organized labor 
unions have demanded higher 
wages, irrespective of productiv- 
ity, and our large corporations in 
turn have raised product prices, 
all of which has raised living costs 
to a point where the purchasing 
power of our dollar has been re- 
duced to less than one-half of its 
former value within the last 20 


years. 
Adding to this problem have 
been the demands of veterans’ 


organizations, agriculture and 
other subsidies, without mention 
of the many billions that foreign 
aid has cost us. 

This type of prosperity tends to 
create an increasing inflationary 
condition that could, in time, dev- 
astate our economy as we now 
know it, unless we take 
promptly to reverse and check this 
trend. 

How long can we continue to 
be Santa Claus without ruining 
our economy? Do you know of 
any nation that would help us 
shore up our economy as we have 
helped many other nations of the 
world? 

Our gold reserves were reduced 
by approximately two billion in 
the last year, our exports are less 
and our imports more. Our na- 
tional debt of more than $280 bil- 
lion is coming due at the rate of 
about $75 billion per year. It’s 
time more of us gave thought to 
this serious problem. 

People living on Social Secu- 
rity, modest pensions, small fixed 
income, workers who _ receive 


steps 





*An address by Mr. Miller before the 
National Af‘airs C-~mittee, City Club of 
Chicago, Chicago, Ill., Oct. 28, 1958. 





minimum wages, and others of 
small means are feeling pinched 
by the reduced buying power of 
today’s dollar, and as time goes 
on, more and more of the popuia- 
tion will be affected. Yet the 
average person feels little or no 
concern for these problems so 
long as he enjoys prosperity, and 
he usually says, “It is up to the 
government.” 

Because of the many 
crises in recent years and the 
general level of prosperity 2n- 
joyed by the American people, 
they have become apathetic to the 
latent dangers of our economy— 
an appalling situation. 


world 


In 1918, after four years of 
World War I, five French francs 
could be exchanged for one 
American dollar. Today, 450 or 


more French francs are exchanged 
for one American dollar, and all 
of us know the hundreds of mil- 
lions of dollars that we have 
loaned or given France to help 
stabilize her economy, each time a 
crisis has arisen. The same situa- 
tion applies in varying degrees to 
Italy and many other countries in 
Europe and Asia and to almost all 
the countries of South America. 

German currency has twice be- 
come worthless during our life- 
time, but in each case we have 
been able to help her start over. 
German economy is now mak- 
ing apparent sound progress— 
with memories of its bitter expe- 
rience. 

Praises England's Efforts 

England is the one major nation 
that has not permitted inflation to 
ruin its economy in spite of its 
inability to grow enough food to 
feed itself and despite its need 
to import many other vital ma- 
terials. Their economy also suf- 
fered greatly from war and other 
problems. We should briefly men- 
tion that England undertook to 
solve this difficult problem for it- 
self. True, we have given England 
considerable help, but the English 
people have made special efforts 
to keep the cost of living down, 
which in turn has kept wages at 
a relative level. England has re- 
duced imports to a bare minimum. 
made greater efforts to export, 
raised the Central Bank rate to 
7% at times (the highest ever 
known in recent years), and main- 
tained very high general and in- 
heritance taxes. In a few words, 
every element of the population 
has had to share the burden fo! 


the good of the country as a 
whole. This should serve as an 
object lesson for the United 
States. 


In spite of her many problems 
and lack of many natural re- 
sources, England has maintained 
a relatively stable economy. Shall 
we try to follow in her footsteps 
or shall we go merrily along until 
we reach a condition comparable 
to France? 

In this country the press and 
other publications are constantly 
telling the public how to “beat” 
inflation—what to buy—what to 
sell—what to hold—all of which 
adds fuel to the fires of inflation 
and discourages investments in 
long-term bonds and other fixed 
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The Danger of Inflation 
And a Program to Combat It 


income investments and trades on 
the fear of what our dollar will 
buy when it is ultimately repaid. 


Are we going to permit our dol- 
lar to continue its down-hill slide 
until it has a value of only 25 
cents, and perhaps a few years 
later down to the value of French 
or other currency that has gone 
through the bitter experience of 
inflation? 

Does this prospect seem fantas- 
tic or impossible? 

I for one feel this is a matter 
of time and degree and will cer- 
tainly be the end result unless we 
develop some concrete plans to 
counteract this dangerous trend, 
which would ultimately ruin our 
country even though it is still the 
number one nation of the world. 
I know that I am not alone in my 
concern, 

Politics are usually blamed for 
all of our ills. Actually we fre- 
quently get the type of politicians 
we deserve and much of the legis- 
lation we demand. Many of our 
Congressmen are devoted public 
servants and are trying to do a 
constructive job for an altogether 
too apathetic constituency. 

Cites Substantiating Views 

Congressman Leon Gavin of 
Pennsylvania, for example, 
warned in the closing days of the 
last session of Congress: 

“. . . the government today is 
beceming a government of pres- 
sure groups—in fact, a govern- 
ment of subsidies. We subsidize 
many and varied programs—from 
agriculture to minerals, and we 
are creating a utopia where no 
one can lose. The government will 
protect and finance all phases of 
our economic and social life. We 
may go bankrupt and create 
chaos; however, these programs 
must go on. Certainly we did not 
build our country on subsidy pro- 
grams. America was built by hard 
work, thrift and frugality. Unless 
we change the trend, I am quite 
certain we will end up with a 
bureaucratic government § over- 
lording all phases of our eco- 
nomic and industrial life.” 


Congressman Clarence Cannon, 
Chairman of the House Appro- 
priations Committee, Congress- 
man Wilbur D. Mills, Chairman of 
the House Ways and Means Com- 
mittee, Congressman Keith Thom- 
son of Wyoming, and Congress- 
man John Byrnes of Wisconsin, all 
spoke forthrightly in opposing the 
vast expenditures that were being 
voted by our last Congress. 

Excerpts of many statements by 
these men appear in the First Na- 
tional City Bank of New York Oc- 
tober Monthly “Bulletin.” The 
same “Bulletin” also contains the 
following statement made Sept. 


15, 1958, by Federal Reserve 
Board Governor M. S. Szymeczak: 

“The hardest, most tragic way 
to prove the folly of the notion 
that there can be any such thing 
as ‘permanent inflation’ is to let 
a little inflation snowball into a 
big one that must in time collapse 
with consequences heavy in hu- 
man hardship. 

“The ... more sensible way is 
to pursue a course that will make 
for a sound, stable dollar, and thus 
overcome expectations of inflation 
by demonstrating they are 
groundless.” 

Senator Byrd has for years de- 
manded economy and fiscal san- 
ity. Senator Saltonstall has intro- 
duced an excellent resolution that 
will be referred to later. Senator 
Williams of Maryland has con- 
sistently argued less Federal 
spending is the only way to get 
lower taxes. 

These are but a few of the men 
in both houses of Congress that 
recognize the danger of our infla- 
tionary madness in recent years. 
This minority can be made into a 
majority if we take time to do 
something towards making it so 

Certainly all of us, and all other 
enlightened people want to do 
something to help those in Con- 
gress that are making efforts in 
the right direction. 


Calls on Civic Clubs 


I am certain that civic-minded 
clubs would want to discuss this 
vital problem, and I felt that this 
is one of the first places where it 
should be presented. 

Civic clubs are composed of 
highly intelligent patriotic citi- 
zens, interested in the broad non- 
partisan problems of our com- 
munity and country, and I have 
every confidence that other like- 
minded organizations and people 
will lend their efforts and cooper- 
ation. 

Civic clubs can take construc- 
tive steps — arrange committees 
to work with other groups such as 
the Bar Association, Kiwanis clubs 
and many other community and 
civic organizations for the purpose 
of acquainting the people with 
the problem of inflation—and ask 
people through the press and 
radio to write their Congressmen 
and Senators about it — combine 
with and encourage other institu- 
tions such as banks, insurance 
companies, pension funds, labor 
unions and the public generally to 
demand a fiscal policy that will 
give us hope for greater economic 
stability in the future. This is a 
very brief outline and obviously 
will have to be expanded upon. 

we must deveiup a reversal of 
the defeatist thinking that now 
exists among many people, includ- 
ing those who have an under- 
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standing of the problem but are 
waiting for leadership to push 
it in the right direction. 

The “Mortgage Banker,” Publi- 
cation of September and October 
has had excellent articles by pro- 
found thinkers, including Dr. Ed- 
win C. Nourse and Dr. E. Sherman 
Adams, pointing up the dangers 
of inflation. These articles state 
the problem and what the future 
will be unless there is econcen- 
trated efforts on the part of all 
leaders in finance, busiuess, iabor, 
the press and opimion molders 
generally to fight hard until this 
problem is solved. We will have 
to stop thinking in terms of busi- 
ness as usual, partisan politics or 
whether our personal interest is 
favorably affected. 

Unless the economy of our 
country as a whole has stability, 
our personal economic security 
will suffer proportionately. This 
applies even more to the aver- 
age person of small means, 
whether their savings is in gov- 
ernment bonds, savings banks, in- 
surance or any other form of in- 
vestment. 

NOW—what can be done about 
this perplexing problem? 

After much thought, many dis- 
cussions, correspondence with 
public officials, elected and ap- 
pointed, I would like to offer the 
following as the basis for a pro- 
gram which I believe can be 
achieved, providing we can fire 
the imagination and energy of 
those who understand and are 
concerned: 


Offers Anti-Inflation Program 


First and foremost, and perhaps 
one of the most difficult steps, 
but not an impossible one,—the 
economy and fiscal policy of the 
country must be put on a non- 
partisan business basis. Our for- 
eign policy has operated in that 
manner on many occasions in re- 
cent years. Surely the inflation 
danger we are confronted with is 
equally deserving of such con- 
sideration. 

We must have a solemn pledge 
from the leadership of both politi- 
cal parties that the economy of 
the country will be put on a busi- 
ness-basis and operated as such 
hereafter, 

A second step, closely tied to 
the first,—would be for the lead- 
ership of each political party in 
Congress to select two qualified 
representatives each from the 
Senate and House, making a total 
of eight members. These men, to- 
gether with the Secretary of the 
Treasury or Director of the Budg- 
et, as the President directs, can 
be regarded as the Watchdog 
Committee for Expenditures. This 
Committee would carefully review 
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Providing Guarantees and 
American Exporters 


X. SCAFURO 


Vice-President and Manager, Bank of America, New York City 


Commercial international banking expert submits a detailed 
plan and plan of action designed to re-establish promptly the 
American exporter’s competitiveness, in so far as export credit, 


exchange and political risk is 


concerned, with his European 


counterpart. Mr. Scafuro refers to our past unsuccessful at- 
tempts to set up American export credit guarantee organiza- 
tion; draws on European experience; cautions he is not offer- 
ing either a cure-all for export sales financing or runaway 
credit extension, and asserts the proposed Plan can promote 
foreign trade and help our overseas friends without “giveaway,” 


“subsidy” or “direct government loan.” 


In short, the banker 


explains how a self-supporting system of private financing 
could privately own and operate comprehensive export credit, 
exchange and political risk guarantees—with limited govern- 


ment assistance strictly on a 


business basis—badly needed 


in overseas sales. 


Exporters in all leading com- 
mercial and industrial nations ex- 
cept the United States today en- 
joy the advantages of compre- 
hensive coin- 
mercial credit 
and political 
and exchange 
risk insurance 


to protect 
their foreign 
sales. The re- 


cent initiative 
on the part of 
one American 
underwriter 
in offering 
purely export 
commercial 
credit insur- 
ance is an im- 
portant first 
step in the right direction; how- 
ever, the greater risk lies not so 
much in the overseas buyer’s fail- 
ure to pay in his national cur- 
rency, but more importantly in the 
hazard that blockage of payment 
may result from unpredictabk 
temporary dollar exchange re- 
strictions and/or certain other re- 
jated political risks inherent in 
overseas sales. 

The lack of such comprehensive 
guarantees places American in- 
ternational business at a disad- 
vantage with exporters in other 
countries where there already 
exist well-organized, soundly op- 
erated export credit guarantee 
systems covering both commercial 
credit and political and exchange 
risks. 

American exporters are con- 
fronted by the fact. that in many 
cases credit terms are becoming 
more increasingly important in 
effecting sales abroad. Risks in- 
crease as terms become more ex- 
tended. Frequently the supplier 
cannot reasonably assume the en- 
tire risk, and the commercial 
banker, even when he has longer 
term funds available for export 
financing, cannot always pru- 
dently relieve the exporter of the 
inherent political and exchange 
risks. 

In the national interest there 
should be promptly established 
(with limited government assist- 
ance, on a business basis) a pri- 
vately owned and operated system 
of comprehensive export credit, 
exchange, and political risk guar- 
antees. 

Existing U. S. Government and 
International Agencies do not 
provide the type cf guarantee 
assistance required by our gen- 
eral commercial exports. There is 
an urgent demand, a need, and an 
opportunity for a greater self- 
supporting system of private in- 
ternational financing. This ex- 
panded demand can be satisfied 
without use of U. S. Government 
funds. ©ur existing private inter- 
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national banking and financing 
organizations can do the whole 


job, provided the auxiliary miss- 
ing link—one or more Export 
Credit Guarantee Corporations— 
is set up (with private capital) to 


perform the function of not only 
spreading the normal _ foreign 
commercial credit risks but also 
of underwriting the unpredictable 
and unmeasurable political and 
exchange (convertibility) hazards 


Reasons For Past Failures 


Past Attempts to Set Up an 
American Export Credit Guar- 
antee Organization have failed 
for a number of reasons: 

First: Lack of concerted etfort 
by the exporters themselves in 
making known their need for a 
comprehensive guarantee system 


comparable to those of competing 
nations. 

Second: Lack of understanding 
by American exporters and bank- 
ers (and legislators) of the prin- 


ciples and techniques involved 
and safeguards available in the 
writing of such “all-risk” credit 


insurance. 

Third: The inability of existing 
U. S. Government agencies 10 
meet the needs of a large segment 
of our export industries and the 
past unfounded feeling in some 
overnment circles was that dip- 
Ta tls friction with other coun- 
tries might result from any action 
on the part of a government-con- 
trolled guarantee corporation’s 
setting of varying rates for each 
buyer country or refusal to issue 
guarantees relative to exports to 
certain countries. 

American exporters are 
more keenly aware of the 
for these comprehensive guar- 
antee facilities because it has be- 
come very evident that the avail- 
ability of such guarantees in other 


now 
need 


countries is contributing to the 
continual loss of foreign markets 
for American manufactures and 


farm products. 

Regarding the fears of friction 
arising from direct U. S. Govern- 
ment operations in this guarantee 
field, the solution lies in the cre- 
ation of Export Credit Guarantee 
Corporation(s), operated on a 
private enterprise basis, entirely 
independent of U. S. Government 
ownership or management. Actu- 
ally such diplomatic friction has 
not resulted from the operation of 
comprehensive guarantee systems 
by other trading nations. 


Submit Detailed Plan 


A New Plan for Formation of 
an American Export Credit Guar- 
antee Organization: A _ specific 
Federal law should be enacted to 
grant a special Federal charte! 
to privately organized and owned 
Guarantee Corporations. This 
charter might give the Guarantee 
Corporation the exclusive privi- 
lege of obtaining in effect rein- 
surance in the form of “disaster” 
or “catastrophe” loans from the 
United States Treasury (or its 
designated agency) under certain 
well defined circumstances. How- 
ever, such legislation should deal 
solely and exclusively with the 
coverage of non-commercial risks, 
i.e., only “political and exchange 
risks,” leaving the matter of 


commercial credit insurance en- 
tirely within the discretion of pri- 
vately owned and operated insur- 
ance companies. 

Operations: (a) All premium 
fees collected covering political 
risks would be deposited by the 
Guarantee Corporation in a “Po- 
litical Risk Guaranty Reserve 
Fund”; after having made due 
allowance for administrative ex- 
penses of the corporation. All fees 
collected for commercial credit 
risk coverage should likewise be 
deposited in a Special Reserve 
Fund for payment of claims aris- 
ing from commercial credit de- 
faults or insolvencies, after hav- 
ing made necessary allowances 
foc expenses and dividends. 

(b) If at ary time moneys in 
the “Political Risk Guaranty Re- 
serve Fund” should not.be suffi- 
cient to pay liabilities of the cor- 
poration under any “political risk 
and exchange risk” guaranty con- 
tract, the Guarantee Corporation 
would be authorized and entitled 
by the specific enabling Federal 
statute to borrow from the Treas- 
ury of the United States (or its 
designated agency), such funds as 


in the judgment of the corpora- 
tion would be required for the 
purpose of paying claims unde! 
political risk contracts. As col- 
lateral for such loans, the Guar- 


antee Corporation would assign to 


the lending U. S. Government 
agency the claims settled with 
proceeds ect such loans. These 
government “loans” would be re- 
paid out of recoveries from the 
relative frozen receivables” or 


from premium income on the Cor- 
poration’s political risk contracts 
issued thereafter. 

All other claims arising from 
claims due to purely commercial 
credit factors would have to be 
paid out of reserves accumulated 
from premiums for coverage ol 
the commercial credit risks 
and/or from the  corporation’s 
other assets (excluding earnings 
from exchange and political risk 
coverage). 

One reasonabiy assume 
that over the longer run, the cor- 


inay 


poration’s reserve for political 
and exchange risk coverage will 
accumulate to the point where 


less and less reliance will be had 
on government assistance to meet 
the catastrophe claims arisinze 
from unforeseen political and ex- 
change disturkances. 

The U. S. Government lending 
agency would be entitled to a rea- 
sonable conimitment fee {or 
“standing by” to make loans up to 
a predetermined maximum 
amount to cover claims arising 
from pelitical and exchange risk 


factors in each country. These 
“country limits” would be deter- 
mined by the corporation's man- 


agement with the cooperation and 
concurrence of the government 
agency responsible for making 
some eventual loans to the cor- 
poration. 

(c) The corporation, after giv- 
ing due consideration to risks 
soundly acceptable, would be au- 
thorized to enter into guaranty 
contracts with respect to export 


in order to assure against any 
loss arising [rom non-payment 


due to causes of a purely politi- 
cai nature, such as unduly pro- 
longed exchange transfer delays 
and other governmental actions 
Which cannect be assessed or con- 
sidered as part of the commercial 
credit risk in connection with the 
export or an agreement for the 
export of goods. Guaranty con- 
tracts should be assignable to 
banks or in certain circumstances 
issued directly to banks to facili- 
tate financing. 

(d) For such guaranty con- 
tracts, separate fees would be 
charged for commercial risks and 
political risks in amounts calcu- 
lated to make the corporation 
self-supporting. 

{e) All guaranty contracts 
would require the party guaran- 
teed to retain at least 10% of each 


commercial or political risk of 
loss. and the corporation might 
vary this percentage above that 
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minimum with regard to any new 


contract from time to time as 


deemed advisable. 


The Cost of Coverage 

The rates of premiums charged 
by the guarantee organization(s) 
in other countries have ranged 
from about 12% to 8% of the in- 
sured unpaid balance of the in- 
voice, depending on such factors 
length of credit, country to 
which goods are being shipped, 
credit standing of’ the buyer, 
whether the buyer is a govern- 
ment or a private individual, type 
of goods involved, and risks in- 
sured against. 

The proposed American “Export 


as 


Credit Guarantee- Corporation,” 
in fixing its premium -charges, 


could separate the two classes of 
risks — viz., normal commercia: 
credit risks and “non-commercial” 
or political and exchange transfer 
risks. With respect to the ‘first 
class, i.e., normal .commercial 
ciedit risks, the corporation would 
have complete flexibility in exer- 
cising its full discrétion in evalu- 
ating the various shades' of busi- 
or commercial credit risks 
and fixing a rate appropriate fo: 
this normal risk. With regard to 
the “political and exchange trans- 
fer risks” by charter or by Federal 
Regulation, the corporation would 
have to adhere to a range between 
a minimum (say %) and a 


Hcss 


1, of 1%) 
maximum. (say 6%): 

The government, in other words. 
would not dictate rates by coun- 
tries nor vary such rates from 
time to time. The’ corporation’s 
management would be expected 
to use the utmost prudence and 
sound judgment in applying con- 
fidentially rates which would cor- 
respond to the varying circum- 
stances and fluctuating exchange. 
economic, and political ‘conditions 
on a country-by-country basis. 

How Would an Exporter Ab- 
sorb These Guarantee Premium 
Costs? First, the added cost may 
well be substantially offset by a 
finer or lower’ bank’ financing 
charge when loans are collateral- 


ized by receivables ‘insured 01 
guaranteed. A part of the pre- 
mium cost can also no doubt be 


generally passed on to the buyer 
in the pricing of the goods. 


Reviews Foreign Experience 

The Experience of Other Coun- 
tries Operating Export Credit 
Guarantee Systems Is Uniforml) 
Favorable: In all cases expenses 
and loss claims are met and prof- 
its appear possible. Periodic ex- 
change difficulties in some coun- 
tries will cause sudden drains of 
the Guarantee Corporation’s re- 
serves and result. in temporary 
operating deficits, but claims paid 
against such “frozen receivables” 
are generally evéntually fully 
recovered. The operating results 
for coverage of commercial credit 
risks can be more precisely and 
scientifically controlled and there- 
fore, need present no problem 
from the standpoint of profitable 
operation. 

The potential’ market for the 
comprehensive guarantee is good. 
Recent inquiries among a small 
but select group of. important 
U. S. exporters indicates thai 
substantial immediate use would 
be made of the corporation’s fa- 
cilities. It is estimated that there 
are at least five to six thousand 
American manufacturers and ex- 
porters who now extend payment 
terms to customers abroad, and 
the number is growing. As com- 
petition mounts, each supplie 
finds it increasingly necessary to 
grant payment terms to maintain 
his position in the market. It 
inevitable that, as this trend 
deepens, more exporters will be 
obliged to extend credit and fi- 
nancing facilities comparable to 
those available to their foreign 
competitors 


is 


Self-Evident Purposes Listed 


The Purposes of the Guarantees 
ta Be Provided Are Self-Evident: 
No direct 


“cure-all” can be ex- 
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pected for export sales financing 
even when guarantees as outlined 


above are made available. How- 
ever, if political and exchange 
risks are substantially covered, 


reasonable assumptions concern- 
ing tangible benefits to exporters 
are: 

(1) With assurance 
risk of being “frozen 
given country, the exporter is 
freer to increase his worldwide 
exposure. Thus, two concepts are 
blended: Stabilizing or assuring 
trade in one market will encour- 
age or liberate the exporter to 
expand his business in other and 
possible better markets. 

(2) More adequate payment 
terms and credit facilities could 
be offered (always within pru- 
dent limits). 

(3) At least some commercial 
banks would view more favorably 


against the 
in” in any 


undertaking additional longer- 
term export financing when the 


risk factors are insured. 

(4) More private capital would 
be attracted to the foreign financ- 
ing field once the unpredictable 
political and presently commer- 
cially uninsurable risks are sub- 
stantially removed. 


Credit Control 

The Guarantee Corporation 
would have to have under con- 
tinuing review all political, eco- 
nomic, balance of payment, and 
foreign exchange situations in all 
countries. The sources of authen- 
tic information which would be 
available to such Export Credit 
Guarantee Corporation(s) would 
be many—the State Department's 
diplomatic and consular services, 
the field service of the Depart- 
ment of Commerce, the World 
Bank, Eximbank, International 
Monetary Fund, the Export Credit 
Guarantee organizations of other 
countries, such as the Union de 
Berne, the International Credit 
Insurance © Association, our own 
Federal Reserve Banks, and for- 
cign central banks. 

The current and constant pool- 
ing, analysis, and interpretation 
of economic, foreign exchange, 
and political risk data acquired 
from all of the above sources 
would create a sound basis of 
combined information and judg- 
ment such as very few commer- 
cial banks or other private or 
governmental finaneing organiza- 
tions now possess or could afford. 

The individual judgments of 
exporters and bankers operating 
simultaneously in their own in- 
dividual businesses — extending 
credit, long and short—is no sub- 
stitute for concentrating that in- 
formation in the hands of an 
insurance organization which 
would have an up-to-date com- 
posite view of what is happening 
in the export credit field. The 
more people who would use such 
a guarantee scheme, the more se- 


cure would credit become be- 
cause the Guarantee Corporation 
would have within its view a 


greater measure of what commit- 
ments a foreign nation was un- 
dertaking. Manipulation of pre- 
mium rates, percentages insured, 


and ceiling limits by countries 
would provide built-in controls 


against runaway credit extension. 
The Export Credit Guarantee 
Corporation could, therefore, be a 


great stabilizing mechanism not 
only in the extension of credit, 


but also in preventing a country 
from over-committing its dollar- 
paying Capacity. 


Exchange and Political Risk 
Control 

The privately owned and oper- 
ated corporation would make ex- 
change transfer and political risk 
guarantees available: 

(1) Under simple business pro- 
cedures and without imposing on 
the U. S. Government or any of 
its agencies the time-consuming 
task of either the analysis or the 
assumption of individual specific 
“political” or credit risks. 

(2) For exports of all types of 
g00ds — capital goods. consumer 
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goods, and agricultural products, 
within the buying country’s esti- 
mated dollar-paying capacity. 

(3) For sales of services as well 
as goods. 

(4) On payment terms that are 
reasonable and customary to the 
trade, market, and products in- 
volved and consistent with pre- 
vailing dollar exchange, and 
general business and _ political 
conditions in the buyer’s country. 

(5) For all goods contracted for 
future expert to protect the 
American seller against risks of 
dollar exchange difficulties or 
political actions which might de- 
velop prior to shipment of goods 
specially manufactured, pur- 
chased, or processed for shipment 
under an export sales contract 
ealling for future delivery. 

The Export Credit Guarantee 
Corporation could set an example 
for promoting our foreign trade 
and helping our overseas friends 
without establishing another 
“giveaway,” “subsidy,” or “direct 
government loan” program. In 
fact, it might do away with some 
government lending and return 
commercial exports financing to 
private enterprise. It is presup- 
posed that over the long run, 
exporters purchasing such guar- 
antees for premiums will thereby 
create a reserve fund from which 
future claims will be paid. The 
elaims would be, in most cases, 
recovered by the Guarantee Cor- 
poration from the ultimate remit- 
tance of dollars from debtors 
abroad. 


Action 

‘To bring about the early or- 
ganization of the comprehensive 
Export Credit Guarantee Corpo- 
ration, a definite plan of action is 
required: 

First: A frank study of a con- 
erete plan by a _ representative 
group of American companies vi- 
tally interested in world trade. 

Second: Bank and insurance ex- 
ecutives should critically stud) 
the setting up of the Corporation 
and take leadership in its organ- 
ization and policy determination. 

Third: Conference with inter- 
ested Government Administration 
officials and legislators to assure 
their complete understanding of 
and support for a specilic legisla- 
tive programa to enact enabling 
legislation authorizing granting ol 
the special charter(s) required. 

Fourth: Formation of an infor- 
mal committee of exporters, man- 
ufacturers, bankers, and insurance 
people to finalize a plan and draft 
a study bill for the needed en- 
abling Federal legislation to per- 
mit creation of the corporation(s). 

The International Section of the 
New York Board of Trade has 
authorized the re-establishment of 
a Special Committee on Export 
Credit and Exchange Transfer 
Guarantees. A similar committee 
was instrumental in bring'ne 
about introduction of Senate Bill 
$2256 in June, 1955 This bill 


4) 


proposed the creation f an Ex- 


Proposes Plan of 


port Credit Guarantee Corpora- 
tion wholly owned by th vern- 
ment. The time may now be Op- 
poriune for reco! ideration of 
this problem, byt on the revised, 
strictly private enterprise basis 
outlined above. It is expected the 
new ct wide 


mittee wll receive 
support from American industry 
in order to bring about an effec- 
tive and prompt solution to this 
pressing problem. 


Exchange Member 

PHILADELPHIA, Pa. — Alfred 
Rauch, a partner of 
Kidder, Peabody & Co. in Phila- 
delphia, has elected to 
membership in the Philadelphia- 
Baltimore Stock Exchange. 

Mr. Rauch is a former President 
of the Bond Club of Philadelphia 
and former Governor of the 
Inve-tment Bankers Association of 
America. 


resident 
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Attracting Capital for Alaskan 
Enterprises 


By JOSEPH 


W. HIBBEN* 


Partner, Kidder, Peabody & Co., Chicago, MM. 


Kidder, Peabody partner blueprints for Alaskan businessmen 
what they should do in order to attract investment capital. Mr. 
Hibben points out there is no shertage of short-term funds in 
Alaska nor any unusual lack of long-term capital available for 
sound projects, though equity capital seems to be the greatest 
problem of all. He strongly recommends enactment of uniform 
blue sky law sponsored by the National Association of Securi- 


ties Dealers, preparation of an 


investment opportunities, and strenuous efforts by Alaskans 


inventory of capital needs and 


to do their share of capital formation. 


In general there are three types 
of capital required by business 
enterprise: short-term bank loans 
for seasonal or self-liquidating 
projects, long- 
term loans 
isually in the 
form of mort- 
gages to fi- 
nance tixed 
assets and 
equity capital 
in the form of 
capital. stock 
to provide 
permanent 
working funds 
and the mar- 
gin of safety 
va sure lend- 
ers that debts 
will be paid, 

What factors should business- 
men keep. in mind and what action 
can they take to make certain that 
their projects will attract what- 
ever capital is justified by the 
opportunities they present? 
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In this connection, perhaps you 
may have read the column in the 
“Anchorage Daily News” on Oct. 
21 by George Sokolsky, which 
touched on capital flow. Mr. 
Sokolsky said, “Money has neither 
conscience nor patriotism but 
flows where money can be more 
safely and more readily made.” 


No Shortage of Short-Term 
Bank Capital in Alaska 


This is particularly true of 
short-term funds. It is my ob- 
servation that there is no short- 
age of short-term bank credit in 
Alaska. The loca] banks and their 
deposits have grown as fast as the 
requirements of the community 
and they are backed up by strong 
correspondent relationships which 
cnable them to draw on addi- 
tional resources when necessary. 
If your banker says he hasn’t got 
the money for your deal, he is 
probably just being polite. It 


probably isn’t a bank deal. Of 
course, banks normally loan 
money for only a short term, 


usually less than one year and 


they prefer self-liquidating pur- 
poses. 
There seems to be some differ- 


ence of opinion even among in- 
formed persons as to whether o1 
not there is any unusual lack of 
long-term avaliable fo 
ound projects. One respected 
banker told me frankly that the 
good deals get financed. Another 
felt strongly that a number of at- 
tractive developments were being 
delaved for lack of mortgage fi- 
nancing. Now that Alaska is be- 
coming a state, some insurance 
company lenders will be able to 
operace there more effectively 
than before. Beyond doubt, how- 
ever, the fullest development of 
the opportunities here will re- 
quire further encouragement of 
long-term lenders. 

Equity capital seems to be the 
greatest problem of all. While ac- 
tive, institutional type stocks with 
long earnings and dividend rec- 
ords are in great demand and go 
ever higher, real risk capital for 
the development of natural re- 
sources and new enterprise is 


*An address hv Mr. Hihben bef-re the 
Seventh Arvwu-! ‘> *- ~~ her of Com- 


money 


merce Convention, Anchorage. 


scarce the world over. But, as Mr. 
Sokolsky says, money will flow 
where money can be more safely 
or more readily made, 

So far as natural resources and 
raw materials are coneerned, 
prices and gross returns are going 
to be largely determined by the 
competition of world markets. We 
in the other states are impressed 
that Alaska has at least 31 of 
the 33 strategic minerals that the 
United States needs, including 
tungsten, tin, mercury, nickel, 
copper, chromite, antimony, plati- 
num, ete., not to mention iron, 
coal, oil and timber. However, ex- 
cept for stoekpiling and national 
defense purposes, it seems that 
the only effective action business- 
men can take to stimulate devel- 
opment of these resources is to 
reduce the general risks and costs 
of developing them. I have a few 
thoughts along these lines which 
may be of some help. 


Blue Sky Laws 


First, there should be sound se- 
eurities legislation. The uniform 
blue sky law sponsored by the 
National Association of Securities 
Dealers is recommended for con- 
sideration. Its aim is to screen out 
the fast and loose operator without 
penalizing or impeding legitimate 
business. I have heard rumors that 
some doubtful promotions have 
capitalized on the public’s interest 
in this territory. A few unfortu- 
nate deals could make the public 
skeptical of any Alaskan deal. On 
the other hand, a securities law olf 
the type which investment bankers 
are familiar with in other states 
will simplify an otherwise costl) 
procedure. 

I also understand that the status 
of a mortgage holder as regards 
his title to the security is not en- 
tirely clear under Alaskan law 
and this should be remedied so 
that mortgage funds will be more 
readily available. 

Secondly, it seems desirable to 
prepare an inventory of the capi- 
tal needs and investment opportu- 
nities which offer the greatest re- 
wards. If a man walked into your 
office with one million dollars to 
invest in Alaska, what would you 
show him? What are the oppor- 
tunities specifically? The Biennial 
Report of the Alaska Resource De- 
velopment Board is excellent, as 
well as the report on The Eco- 
nomic Base of the Greater An- 
chorage Area by the City Planning 
Commission. However, this seems 
to be directed largely toward leg- 
islation and treats industry in gen- 
eral terms. Your neighbor, West- 
ern Canada, has been attracting 
capital from all over the world at 
rates varyingly estimated as high 
as $3,000,000 per day. There are 
various reasons why capital is at- 
tracted there, of which one impor- 
tant factor is the favorable tax 
treatment of extractive industry 
and of capital gains, 

However, I spent a day in Ed- 
monton recently and I believe the 
Canadians have greatly improved 
their techniques of attracting cavi- 
tal in recent years. Almost every 
businessman has a deal in his 
pocket and it is a specific proposal 
complete from the capital reauire- 
ment to the profit to be expected. 
Now, Alaskans know their coun- 


try better than the outsider can 
hope to know it for years to come, 
and a valuable service can be per- 
formed by some organization in 
sifting out the opportunities, re- 
solving them to the concrete and 
specific, and offering an assort- 
ment of those you feel are the 
most likely to succeed. 


Stresses Management Know-How 
Third, as businesmen you real- 
ize the tremendous importance of 
management know-how in the suc- 
cess or failure of any enterprise 
and this is particularly important 
at its inception. Risks to potential 
investors will be greatly reduced 
and capital influx will be greatly 
encouraged if you businessmen at- 
tempt to attract experienced man- 
agement. Is a fertilizer plant jus- 
tified in Matanuska Valley? Well, 
then you should be able to interest 
Management experieneed in the 
production of plant food. If you 
cannot interest people experienced 
in meeting the specific problems 
of that type of operation, you 
probably haven't got a sound deal. 
Individuals with a successful rec- 
ord of operating experience will 
go a long way toward attracting 
the capital required for any given 
project. : 
Fourth, I recommend that loca’ 
agriculture be encouraged as an 
industrial asset. Some economists 
insist that the first prerequisite 
for success of any economic unit 
is for it to learn to feed itself. Ap- 
parently, only about 13% of the 
arable land in the Matanuska 
Valley is under cultivation and 
Alaska grows only 20° of its own 
food. The cost of importing the 
remaining 80% raises the cost of 
living, helps justify the high wages 
and increases the risks of all en- 
terprise. An inerease in agricul- 
tural activity would justify som« 
of the most stable types of indus- 
try, such as food processing, feed 
inills, rendering plants, fertilize: 
production, ete. Some of these« 
operations which might Le mar- 
ginal now would be fully justified 
by an expanded agriculture base. 
If a lower cost ef living attracted 
more people to this new state, all 
enterprise would benefit. You 
mining industry must compete in 
world markets. Too, high wages 
make your mineral deposits mar- 
ginal and cause unemployment. 


Lecal Capital Formation 
As a fifth point, I suggest that 
local sources of capital should not 
be overlooked. Capital is created 
by saving. It is amazing what in- 
dividuals will do when they are 
offered 2 vehicle and an incentive 
to save. Perhaps some saw _ th« 
article in “Time” magazine last 
July 7 about Clarence Dauphinot. 
He was a Wali Street foreign bond 
trader who was intrigued with the 
opportunities for investment in 
Brazil, so he moved there and for 


several years tried to interest 
Wall Street in Brazilian opportu- 
nities. It was a slow process 


Brazil wes a long ways away. T.e 
effort was only partly successiul. 
But now “Time” proclaims Clar- 
ence Dauphinot and his company 
as one of the outstanding suc- 
cesses of South America. His 
sreen and yellow jeeps ply the 
jungle trails selling securities and 
raising capital, for United States 
companies who wish to expand it 
Brazil. 

Perhaps all of you know the 
story of “Walking Swazey” in 
Alaska who took for himself th 
right-of-way of the Alaskan Raili- 
way from Anchorage to Fairbanks 
as his insurance territory. “Walk- 
ing Swazey” walked his territory 
twice each year about 200 miles. 
His customers were far between 
Sometimes he cut t”eir hair for 
them, or cooked din~er, but for 
five years in a row “Walking 
Swazey” sold over $1 million 
worth of insurance each year. This 
is a capita] formation technique. 

Alaska has an estimated annua! 
inc-me of $500,C00,000 per yea 
‘and wages of perhaps $175,000,00C 
Some of the smaller and initia 
capital requirements could be met 
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right here at home. Furthermore, 
local participation is very stimu- 
lating to outside interest. 

I hardly feel it is in order to 
mention my last point because it 
doesn’t really seem appropriate. 
Barnum said, “Never give a 
sucker an even break,” but I was 
going to say, “Be sure vour in- 
vestors get an even break.” If 
you do, you will not lack for eapi- 
tal of any kind, But t is is un- 
necessary advice because during 
meetings in Alaska I have met 
many public spirited, unselfish 
people working sincerely for the 
interest of all in tiis new state 
I have been impressed with the 
spirit of enterprise and the un- 
selfish, constructive attitude of all 
concerned. It is therefore with 
absolute assurance that I predict 
your total success. 


Harry L. Arnold 
Is Recuperating 


Harry L. Arnold, Goldman, 
Sachs & Co., New York City, is 
recuperat- 
ing nicely 
from an oper- 
ation which 
has had him 
incapacitated 
for a month. 
He wishes to 
express his 
heartfelt 
thanks to all 
his friends for 
their kind 
messages to 
him at Mount 
Sinai Hospi- 
tal. Harry can 
be reachead 
through his home address, 76-15 
Thirty-fifth Avenue, Jackson 
Heights, N. Y. 


$32.8 Million Issue of 
New York Cily Bonds 
Cffered to Investors 


The Chase Manhattan Bank is 
manager of an underwriting syn- 


marry L. Arnold 


dicate which was awarded on 
Nov. 25 an issue of $32,800,000 
City of New York, school con- 


struction and various municipal 
purposes bonds, due Dec. 15, 1959 
to 1973, inclusive. The group bid 
100.1799 for the bonds as 3.20s. 

Public reoffering of the bonds 
is being made on a scale from 
1.90% in 1959, out to a dollar price 
of 98 for the 1973 maturity. 

Other members of the offering 
syndicate include: Chemical Corn 
Exchange Bank; Manufacturers 
Trust Co.; J. P. Morgan & Co.. 
inc.; Lehman Brothers; Blyth & 
Co., Inc.; Lazard Freres & Co.: 
Barr Brothers & Co.; R. W. Press- 
prich & Co.; Goldman, Sachs & 
Co.; Bear, Stearns & Co.; 

The Northern Trust Co.; Harris 
Trust & Savings Bank; Equitable 
securities Corp.; Drexel & Co.: 
The Philadelphia National Bank 
Hornblower & Weeks; Carl Mi. 
Loeb, Rhoades & Co.; Ladenburg, 
Thalmann & Co.; Blair & Co., Ine.: 
Hallgarten & Co.; 

Hemphill, Noyes & Co.; The 
Marine Trust Co. of Western New 
York; Schoellkopf, Hutton & 
Pomeroy, Inc.; Swiss American 
Corp.; B. J. Van Ingen & Co., Inc.; 
Bache & Co.; A. G. Becker & Co., 
Inc.; Federation Bank & Trust Co.: 
Gregory & Sons; E, F. Hutton & 
Ca. 


Wm. F. Pollock & Co., Incec.: 
First National Bank in Dallas: 
Rauscher, Pierce & Co., Ine.: 


Trust Co. of Georgia; American 
Securities Corp.; Commerce Trust 
Co., Kansas City; First National 
Bank of Memphis; Glickenhaus & 
Lembo; Green, Ellis & Anderson: 

Hayden, Miller & Co.; The Illi- 
nois Co., Inc.; Mercantile National 
Bank at Dallas; The Robinson- 
Humphrey Co., Inc.; Stroud & 
Co., Inc.; R, D. White & Co.; City 
National Bank & Trust Co., Kan- 
sas City; Sterling National Bank 
& Trust Co. of New York. 
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Canada’s Role in International 
Commerce and Finance 


By G. ARNOLD HART* 
General Manager, Bank of Montreal, Montreal, Canada 


Without denying misgivings of American control over Canadian 
industry, Canadian banker notes, as welcomed and interesting 
evidence, that the older and larger Canadian subsidiaries have 


undergone ‘“Canadianization.” 


Besides commenting on the 


disquieting effect of American investments in Canada, Mr. Hart 
examines the anomalous premium of the Canadian dollar 
and our influence on Canadian national identity. Nevertheless, 
he gratifyingly reports on the fine relationship between the two 
countries and efforts being made to resolve differences and 
problems. Terms Canada the compromise between two great 
English-speaking peoples; praises creation of St. Lawrence 
Seaway; describes his country’s international economic expan- 
sion; intimates invitation for us to join British Commonwealth, 


Ever since the English-speaking 
people who settled in North 
America decided to follow separate 
paths towards nationhood, their 
history has 
been a chron- 
icle of grow- 
ing together, 
but growing 
together with 
differences, 
and occasion- 
ally some irri- 
tations. Cana- 
dians feel that 
their southern 
neighbors 
don’t know 
how to brew a 
good cup of 
tea and I sup- 
pose that has 
been true ever since you tried 
mixing it with sea-water at Boston 
in 1773. But as a result of your 
defection from the British Crown 
we got a lot of staunch citizens, 
whom your history books call 
“renegades,” but whose descend- 
ants still take pride in their United 
Empire Loyalist ancestry. Having 
established your own independ- 
ence, you undertook to liberate us 
from the British yoke while Brit- 
ain was involved with Napoleon. 
And you nearly did. But we man- 
aged to keep the War of 1812 
going until word arrived from 
overseas that it was ended. If 
that experience did nothing else 
for us both, it left us with the 
priceless heritage of a border that 
our Stephen Leacock could truly 
describe as “three thousand miles 
of forts without a single frontier.” 

It was only a few years later, in 
1817, that a number of Montreal 
merchants, many of whose trading 
ties were with the United States, 
got together and formed the Bank 
of Montreal. They patterned the 
charter of this oldest of the Cana- 
dian banks very closely-—~indeed 
at many places word-for-word— 
upon the charter of the First Benk 
of the United States, which had 
been drafted by Alexander Hamil- 
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ton. As a result, Canadian bank- 
ing has developed as a branch 
system with only nine separate 


chartered banks operating through 
a total of some 4,600 Canadian 
branches. And I must say we like 
it that way. You, for your part, 
saw fit to abandon Alexander 
Hamilton’s essential idea after a 
few years, with the result that you 
now have some 14,000 independent 
banks and you still oppose nation- 
wide bank representation through 
branches—a limitation you do not 
impose, so far as I know, on any 
other form of business. 


One or two further historical 
highlights will suffice to carry the 
chronicle through the 19th Cen- 
tury. In 1867 we achieved nation- 
hood by confederation, which was 
just the opposite of your Southern 
confederacy and which, inciden- 
tally, preserved for all time the 
separate identities of the two 
major groups of Canadians — the 





*An address by Mr. Hart before the 
International Finance Section of the 


45th National Foreign Trade Convention, 
New York City, Nov. 17, 1958. 


French-speaking and English- 
speaking—who have worked to- 
gether to build Canada and who 
give it a distinctive character. 
Confederation spurred us to de- 
velop in an east-west rather than 
a nortn-sout. direction. We built 
a transcontinental railway that 
was financed largely by private 
capital from London, and the bulk 
of our trade was conducted with 
Great Britain. Our trace ties with 
the United States were, however, 
strengthening. In eed, a free trade 
area (a ohrase that has a co ti 
porary ring) was formed between 
Canaaa and United States in the 
iy 1 1-1800’s. It covered most yyatural 
products and iasted for 12 years, 
when it’ was abrogated by the 
States. Despite numerous attempts 
to revive it over the next halt 
century, “reciprocity,” as it was 
then called, never was restored 


553” 


Expansion in the 1920's 
Throughout the 19ta Century 
the 20th, 


and the early years ol 

Canada grew much more slowly 
than the United States. But the 
First World War and the decade 
of the 1920’s witnessed a sharp 
spurt of Canadian economic ex- 
pansion which established new 


patterns of trade and investment 
that have since been accentuated. 

The United States tended more 
and more to reach out beyond its 
own borders for additional sources 
of basic materials and thus hasten 
the development of Canadian in- 
dustries to satisfy demand south 
of the border. A notable example 
of this was the establishment of a 
number ot newsprint mills that 
were initially built and financed 
by Canadians but were later to 
come under U.S. control. At the 
same time, American manufactur- 


ing interests were reaching into 
Canada for new markets, often 
establishing branch plants when 


their sales in Canada justified such 
a move. 

the upshot was that between 
1914 and 1930 total foreign invest- 
ment in Canada doubled from un- 
der $4 billion to over $7! billion 
and the whole of the increase rep- 
resented money put up by U. S 
residents. And, not surprisingly, 
Canada found itself in the late 
1920’s, for the first time in its 
history, exporting more to its 
neighbor than to the Moiherland. 
It had, even since the 1870's, been 
importing more from United States 
than from United Kingdom. 

The decade of the 30’s was of 
course one of drastic contraction 
in world trade that led to sharp 
increases in tariff barriers all over 
the world and to the inception of 
British Empire preferences, which 
however began to be graduaily 
reduced soon after they were in- 
stituted. One result of the British 
preferences was that many U. S. 
manufacturers built subsidiary 
plants in Canada to export to Em- 
pire markets as well as to serve 
the Canadian market. 

I have sketched these historical 
highlights in order to show that 
what has happened to Canadian- 
U. S. trade and investment in re- 
cent years is not different in its 


nature from what occurred in 
earlier periods, particularly in the 
c ~ able era of expansion in 


the 20’s, 


Postwar Explosive Expansion 

But what happened in the post- 
war period has been explosive in 
its magnitude. The vast rebuilding 


and enlarging of national econ- 
omies everywhere has been a 


process that drew very heavily on 
basic natural resources that Can- 
ada is fortunate to possess in great 
abundance. My country’s growth 
has thus been accelerated to an 
unprecedented degree by what 
seemed insatiable demands from 
the United States and the rest o! 
the world. Measured in terms that 
are valid for international com- 
parisons population; volume ot 
output per capita: energy con- 
sumption—Canada’s postwar rate 
of expansion has exceeded that of 


most other industrialized coun- 
tries, including United States, 


United Kingdom, Scandinavia and 
Australia. 

And just this growth has 
been generated in substantial part 
by the United States and other 
countries, so also has it been un- 
derwritten to a significant exten? 
by them. Foreign capital invested 
in Canada, which had stood at a 
little over $7 billion in 1945 
(somewhat less, you will note, 
than in 1930), has since increased 
by $10 billion to top $17 billion 
at the end of last vear. Again, the 
lion’s share of this increase—S8 of 
the $10 billion—was provided bs 


as 


Americans. Of the remaining $2 
billion, over half came from Brit- 
ish residents, who thereby .,,of 
only restored the amounts they 


had liquidated to gain dollars dur- 
ing the war, but brought their in- 
vestment stake in Canada to a 
record level. 

Ti.e flow of Canadian trade also 
swelled, in keeping with the ex- 
pansion of the domestic economy 
and foreign investment, to mak¢ 
Canada the world’s fourth largest 
trading nation. At the same time 
the direction of our trade shifted 
further towards our southern 
neighbor so that in recent years 
some 60% of our merchandise ex- 
ports have been going there and 
72% of our imports have been 
bought there. This is by far the 
heaviest two-way exchange ol 
goods in the world. 

Surely there can be no better 
example of the fact that trade, in- 
vestment and the creative power 
of growth go hand in hand 

There are, however, some aspects 
of these trends in commerce, fi- 
nance and expansion, and the re- 
lationships between them, thai 
deserve to be looked at closely 


Stresses U. S. A. Control 

A large portion of American 
capital coming to Canada in recent 
years has taken the form of direct 
investment in controlled subsid- 
laries and, in a number of impor- 
tant industries, U. S. control has 
become paramount. A survey made 
in 1955, which undoubtedly un- 
derstates the situation today, 
showed that U. S. capital con- 
trolled between 40% and 70% 
Canada’s pulp and paper, chemical 
and non-ferrous metals industries, 
74% of its petroleum industry and 
even higher proportions in the case 
of the electric apparatus, rubber 
and automobile industries. More- 
over, the bulk of U. S. investment 
in Canada has been provided by 
comparatively few, very iarge, 
firms which possess, in addition 
to considerable financial resources, 
highly developed managerial, 
technical and productive skills and 
which in some cases take a large 
proportion of their Canadian sub- 
sidiaries’ output. 

On reflection, it is obvious that 
these characteristics are to some 
extent natural and inevitable in 
the circumstances. Canada’s re- 
sources have been developed, as I 
said, in response to needs much 
larger than her own. Not only is 
the domestic market in many 
cases too small to justify extensive 


of 
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exploration and development, but 
Canada also lacks the large pools 
of venture capital and collective 
“know-how” that are often neces- 


sary to carry very large projects 


through to completion. 

The predominant role of non- 
resident investment in certain of 
our industries has, however, given 
rise to some misgivings among 
Canadians. Such misgivings are 
feit not only because of the extent 
ol the investment but also because 
a rising proportion of it has been 
in the form of equity ownership 


B 1955. lose to 70% of VU. S. 
long-term investment in Canada 
was ll equity torn compared 
vith 52 10 years earlier. This 
degree of ownership implies op- 


! control, and operating 


control in perpetuity. 


erating 


Canadians have therefore put 
forward suggestions that they 
should be given an opportunity 


to participate more than they do 
in the ownership, directorship and 


management of subsidiary firms 
located in Canada. 
“Canadianization” of Subsidiaries 


I have no intention of “playing 
down” these misgivings but they 
need to be put in a proper light. 
I zaid that a hivh degree of for- 
eign ownership implies a high de- 
vree of foreign operating control, 
but the one does not fcllow auto- 


matically from the other. We 
simply do not know as yet the 
extent to which tne nolic es atu 


activities of Canadian subsidiaries 
are dictated by parent concerns 
But a sample s:rvey of the ques- 
tion recently .made by a trust 
company here in New York 
showed, ve clearly, that the 
older and Jlarger a Canadian sub- 
sidiary becomes, the less likely it 
is to be wholly-owned by the 
parent concern and the more like- 
ly it is to include Canadians in 
its board of directors and to have 


4 
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Canadians in its top executive 
positions. This is interesting and 
welcome evidence, which mays 
weil be borne out by more de- 


tailed studies now under way, that 
“Canadianization”’ subsidiaries 
tends to come about in the course 


oO} 


of their evolution and growth, Is 
this not another example of for- 
eign investment liberating  na- 


tional creative traits? 

i aoubt, too, that the concern 
about U. S. economic domination 
of Canada is as widely felt as one 
might gather from what appears 
in print. After all, a great many 
Canadians work for subsidiaries 
of American companies and few 
of them seem to be restive about it 
ef Canadian Dollar 

Premium 

The effect of the inflow of U.S 
capital into Canada is felt as well 
in the Canadian exchange rate 
The premium on the Canadian 
dollar that has prevailed in vary- 
the several 


Anomaly 


ing degree for past 
years acts, of course, as a dis- 
advantage to our exporters and 


also to the disadvantage of domes- 
tic producers who tace competi 
t from imports. The premium 


Ol) 
appears to many to be an anomaly 


in the presence cf record-break 
ing deficits in Canada’s balanc 
of trade. The explanation is that 
the net inflow of capital has more 
than offset the current deficit 
And the two are to some extent 
causally connected. The large 


deficits have been mainly attrib- 
utable to heavy imports of capital 
equipment and such imports tend 
to be accompanied by a movement 


of capital funds to finance the 
same projects. During ihe 1957 
recession and into this year the 


pace of Canadian resource devel- 
opment has slackened, imports 
have declined. the trade deficit 
has dwindled and the _ flow 
of direct foreign investment has 
abated. No doubt in time these 
trends will again be reversed. 


National Identity 


To the extent that it is gener- 
ally felt, the Canadian sense of 
disquiet at the role of American 
investment in their economy has 
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probably been accentuated by the 
teeling that their national identity 


is also being impinged upon 
through the communications 
media of periodicals, radio and 
television and in such fields as 


national defense and labor organ- 
ization. Nor do the U. S. surplus 
disposal program or the recent 
U. S. import restrictions on oil, 
lead and zinc exactly kindle our 
enthusiasm for the current trend 
of Canadian American relations. 

But I genuinely feel that much 
more basic and abiding, in the 
minds of Canadians and Ameri- 
cans alike, is the sense of grow- 
ing together that I mentioned at 
outset, the sense that our 
destinies and well-being are in- 
eparably intertwined. Trading 
troubles are characteristic of con- 
ditions of slack demand, surplus 
capacity and high unemployment 
like the present. But these con- 
ditions seem to be improving and, 
with patience, some of our bones 
of contention will simply get 
buried. 


the 


Reselving Differences 

And when we seem overly con- 
scious of our differences, we 
should recall some of the ways 
in which we are trying to resolve 
them. The Canada-United States 
Committee of the Char ol 
Commerce of the twce countries 
has met 52 times since it was set 
up in 1939. A newly-formed Can- 
adian-American Committee of 
busiress men on both sides of the 
border, headed by our R. M. 
Fowler and your former Aml-as- 
sador to Canada, Douglas Stuart, 
is now. functioning to examine 
and discuss, objectively and in 
detail, all aspects ef our relations. 
A joint committee of your Con- 
eress and our Parliament has becn 
constituted to consider common 
problems at the legislative level. 
There are no doubt many other 
examples of such co-operative ac- 


+ 
( 


} . 
woers 


tion that will occur to vou. 
The one so onvious that we 
sometimes forget it, is of course 


the St. Lawrence Seaway. I imag- 
ine it is the biggest ditch that has 
ever been dug by two neighbors 
for their mutual benetit. If not 
the biggest, it is certainly the 
most expensive. And it will open 
up, into the heart of the continent, 
an avenue of trade the advantages 
of which we cannot yet envisage. 

My remarks to you have nat- 
urally centered on Canada’s trade 
and investment ties with the 
United States. Before concluding, 
I would add a note about our ties 


in other directions. In this con- 
nection, I might mention in pass- 
ing that my own bank has re- 
cently joined forces with the 


Bank of London and South Amer- 
ica Limited to form a new insti- 
tution, the Bank of London and 
Montreal Limited with numerous 
branches already operating and 
others being established through- 
out the Caribbean area. 


It is often said that Canadians 
are a combination of, and a com- 
promise between the two great 
English-speaking peoples. That is 
true in manifold ways and wv 
are very conscious of the oppor- 


tunities and _ responsibilities _ it 
presents. 
Two months ago, Canada spon- 


qa trade and economic con- 


sorea 
ference of the British Common- 
wealth, of which my country ts 


a senior member and, incidentally, 
the only dollar country in an 
otherwise sterling area group. The 
conference was aptly described as 
“the world in miniature,” for its 
12 member nations span the globe 
and encompass 600 million peo- 
ple of every race, creed and color 
and in ail stages of economic de- 
velopment. 

The revealing thing about this 
conference was that its members 
could sit down together and in 
spite of their widely differing 
points of view could discuss their 
mutual problems without acri- 
mony and with a genuine and el- 
fective resolve to do what each 
could, by offering commercial 
concessions and financial assist- 
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ance, to promote the trade and 
economic development of all. Tne 
Commonwealth thus affords a liv- 
ing and working example of how 
trade and investment backed by 
good-will can liberate man’s crea- 
tive power and foster understand- 


ing on a world-wide front. 
Perhaps I might include by 
pointing out that the common 


heritage of members of the Com- 
monwealth in their belief in a 
parliamentary form of govern- 
ment and the fact that they were 
all, at one time or another, gov- 
erned by the United Kingdom 
For the information of other coun- 
tries that meet these require- 
ments, I can quote no better au- 
thority than Prince Philip, who 
said in Ottawa only two weeks 
ago, “Applications for member- 
ship will receive sympathetic con- 
sideration.” 


McCormick Sec. of 
Eppler, Guerin Co. 


DALLAS, Texas — Eppler, 
Guerin and Turner, Inc., Fidelity 
Union Life Building, members ot! 
the New York 
Stock Ex- 


change, an- 
nounced that 


James C. Mc- 
Cormick has 
been named 
Secretary of 
the corpora- 
tion by the 
firm’s Board 
of Directors. 
Mr. McCor- 
mick has been 
associated 
with Eppler, 
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Guerin and 
Turner since 
March of 1955. Prior to that he 


was with Dun aid Bradstreet, Inc. 
Blyth-Hitiard Grou 
Underwrite Kentuck 
Utilities Offering ' 

The Kentucky Utilities Co. 
offering to the holders of its com- 
mon stock of record on Nov. 17 
rights to subscribe for an addi- 
tional 206,446 shares of $10 par 
value common stock on the basis 
ot one new share for each 12 
shares held on the record date. 
The subscription price is $33 per 
share. Rights expire at 3:30 p.m. 
(CST) on Dec. 8, 1958. 

A group led by Blyth & Co., Inc. 
and J. J. B, Hilliard & Son will 
underwrite the offering. 

The net proceeds from the of- 
fering will be used to finance part 
of the company’s construction 
costs and to retire about $3,000,000 
of bank loans incurred for con- 
struction expenditures. 

Dividends on the common stock 
are currently being paid at the 
quarterly rate of 35 cents a share. 
A fourth quarter payment of 35 
cents per share to stockholders of 
record Nov. 21, will not apply to 
the new shares. 


is 


Kentucky Utilities is an oper- 
ating public utility supplying 
electric power in 77 counties in 


central, southeastern and western 
Kentucky and two counties in 
Tennessee. A subsidiary, Old Do- 
minion Power Co., serves three 
counties in Virginia. The company 
and its subsidiary serve an aggre- 
gate of about 246,000 customers. 

Total operating revenues for the 
12 months ended Sept. 30, 1958 
were $41,596,000 and balance for 
common stock was _ $5,828,000, 
equal to $2.35 per share on 2,477,- 
350 shares of common stock. In 
the calendar year 1957 total oper- 
ating revenues were $38,871,000 
and balance for common $4,801,- 
000, or $1.94 a share on the same 
number of shares. 


Joins Hathaway Inv. Corp. 
(Spocial to THE FINANCIAL CHRONICLE) 
DENVER, Colo, — Orville H. 
Sow]! is now with Hathaway In- 
vestment Corp., 1845 Sherman St. 


.. The Commercial and Financial Chronicle 






The Independent Voter 
And the Republican Party 


By ROGER W. BABSON 


Variety of popular explanations for Republican’s election 

defeat are examined by Mr. Babson. The columnist declares 

the Republican Party is not dead and will come back with a 

landslide after the independent voters (10% of the voters), 

who are said to have Republican leanings, see that the “cure” 

to their physical, mental and spiritual tiredness is worse than 
the “disease.” 


While I was on the ocean re- 
turning from Africa, an impor- 
tant Congressional election took 


place. In looking over the news- 
paper head- 
ings I find 
they range 
from “A blow 
to Eisenhow- 


<<, 2 oe 
GOP is dead.” 
Of course, the 
election is a 
great disap- 
pointment to 
Mr. Eisenhow- 
er; but my 
statistics show 
that the GOP 
got 44% of the 
national vote. 
This is not too 
bad. Let me answer the second 
comment with a personal story. 
When I was Assistant Secretary of 
Labor during World War I, I be- 
came well acquainted with Cor- 
dell Hull, who later became Sec- 
retary of State. After the death 
ot President Wilson, followed by 
the Republican landslide, Mr. Hull 
had no official position, but was 
chairman of the defunct Democra- 
tic committee. Before leaving 
Washington, I called on the man 
who was later to become Secre- 
tary of State. I found him in a 
tiny office of the Press Building. 
When I asked how things were 
going, he showed me a letter from 
the owners of the building stating 
that the rent of the office was 
over three months due and that, 
unless they received $50 imme- 
diately, Mr. Hull must get out. In 
regard for Mr. Hull I took $50 
from my pocket and gave it to him 
for the rent. 

I thought no more about this 
until I received an invitation to 
a dinner for the purpose of reviv- 
ing the Democratic Party. Even 
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then I thought nothing about it 
until Mr, Hull called me to the 
plattorm and introduced me to 


the audience as “Roger W. Babson, 
who saved the Democratic Party.” 
He then told the above story. This 
was only a few years before the 
Democratic Party again swept the 
country and elected Franklin D. 
toosevelt, who had it under con- 
trol for going on four terms. The 
same situation could easily re- 
peat itself for the GOP. 


Russia Must Be Happy 
As I have mentioned in my col- 
umn many times, I do not expect a 
shooting war. I believe, however, 
that Russia has planned an inten- 


sive economic war and that the 
recent recession marked the be- 
ginning of it. Even today, though 
feeling is much better in this 
country, we have statistically a 
large number of unemployed. 


Therefore, our drift toward infla- 
tion and socialism must make 
Russia very happy. 
Unfortunately, being in Africa 
I did not hear the addresses of the 
successful Democratic candidates. 
An analysis of the returns indi- 
cates that the election was a great 
victory for the union labor lead- 
ers. Not only was the “Right to 
Work” proposal snowed under, but 


this was after the investigations 
of the Teamster’s Union and of 


other union misdoings. Why the 
stock market should have gone up 
in view of the election is beyond 
me. We are feeling better only as 
a man does when he takes a 
“highball.” 





What It All Means 

My greatest surprise has been 
talking this past week with busi- 
nessmen, Manufacturers, and even 
bankers. Their explanation of the 
election was, unanimously, the 
taxes which we are compelled to 
pay. They recognize that Presi- 
dent Eisenhower is a good man 
with high ideals and that he is 
trying hard to do right, but feel 
that he is not ‘““‘practical.’” Of 
course, this is weak reasoning. 

It seems as if the independent 
American voters are getting tired 
physically, mentally, and even 
spiritually. This group (about 10°; 
of the voters) consists of intelli- 
gent independent. citizens with 
Republican leanings to the right. 
They visualize a top for profits, 
with the cost-of-living, taxes, and 
competition constantly climbing. 
They are not voting against any- 
one or for anyone; but are voting 
for a change. Having been on my 
African trip for the past. two 
months, I ask each reader of this 
column to answer for himself 
“what it all means” and not de- 
pehd upon my conclusion. Let me 
repeat, however, that the Repub- 
lican Party is not dead and will 
come back with a landslide after 
this 10% become again disillu- 
sioned. Yes, they will find that 
the promised “‘cure” will be worse 
than the “disease.” 


Bankers Underwrite 
Lorillard Offering 


P. Lorillard Co., manufacturer 
of Kent, Old Gold and Newport 
cigarettes and other tobacco prod- 
ucts, is offering to holders of its 
common stock of record Novy. 25, 
1958 rights to subscribe for 364,- 
670 additional shares of common 
stock at the rate of one share for 
each eight shares held. The sub- 
scription price is $68 per share. 
The riehts will exvire on Dec. 9, 
1958. The offering is being under- 
written by a nationwide group 
headed by Lehman Brothers and 
Smith, Barney & Co. 

Net proceeds from the sale of 
the additional stock will be 
added to general funds of the 
company to be applied to corpo- 
rate purposes, including reduction 
in short-term bank loans which 
were incurred principally to 
finance Lorillard’s increased pur- 
chases of tobacco required by an 
expanded volume of business. 

Total revenues of the company 
during the nine months ended 
Sept. 30, 1958 were $353,501,186 
compared with $190,943,368 in the 
corresponding months of 1957. Net 
income in the 1958 nine month 
period was $19,303,200, equal after 
preferred dividends to $646 a 
share on 2,905,654 common shares, 
compared with $5,795,662, or $1.85 
a share on a similar basis on 2,- 
852.854 shares of common stock 
in the 1957 period. 


Tegtmeyer Co. Adds 


(Special to Tue FInaNcIAL CHRONICLE) 
CHICAGO, I1l.—Charles J. Nor- 
digian is now with Wm. H. Tegt- 
meyer & Co., 39 South La Salle 
Street. 


Two With E. E. Ballard 


(Special to TH& FPINANCIAL CHRONICLE) 
PARK RIDGE, Iil—John O. 
Knupp and David W. Schuehler 
are now with Everett E. Ballard, 
505 Park Place. 





Bank and Insurance Stocks 


By ARTHUR B. WALLACE = 
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This Week — Bank Stocks 


Items of interest on the banks 
include these: 

Although loan volume of the 
leading New York City banks con- 
tinues a somewhat halting pace, it 
is mounting with the seasonal 
factors behind it, for there can be 
no denying the fact that the econ- 
omy is staging a high rate of 
spending in almost all directions. 
Christmas trade is likely to set a 
new high, and that, among other 
things, requires large inventories; 
and these, in turn, are carried on 
loan at the banks. Also, we read 
of big crop production which, too, 
must be financed to an important 
degree by the banking system. 
Recovering from the 1957 setback 
in business is keeping loan totals 
well up at tne banks. 

Bank earnings will continue to 
be good. This department is of 
the opinion that they will equal 
or modestly better the 1957 level. 
First, money rates continue to 
hold up. This they must do be- 


cause of the heavy government 
financing facing the Treasury. 


Then, working assets of the large 
banks are somewhat higher, for 
the extent of the shrinkage in 
loans has been much more than 
offset by the increase in invest- 
ments. Thus, with more money 
working for the banks, with firm 
rates, earnings are likely to pre- 
sent a favorable picture for 1958. 

We saw evidence of this in the 
operating figures for the 12 months 
to Sent. 30, 1958, when, despite 
the recession effects eight of toe 
13 banks showed higher earnings 
than for the 12 months to Sept. 30, 
1957, a period in which the econ- 
omy was going full speed. And, in 
most instances, where the earlier 
period showed better results, they 
were only slightly better. In one 
case the sale of a large amount of 
new stock in the later period con- 
siderably diluted per share earn- 
ings in the later period. 

Recent reports have indicated 
that cnough large corporations 
have cither started to rebuild in- 
ventories or have stopped reducing 
them to establish a trend in the 
right direction, a trend that will 
bring more borrowing. 

A recent announcement of First 
National City Bank was that for 
the time being the bank would 
end its efferts to set up a holding 
company to acquire control of 
First City and County Trust ol 
White Plains. This, it will be re- 
called, was a plan of First City’s 
to tap the banking business of 
Westchester County, under a re- 
cent Congressional enactment. The 
proposed move had encountered 
the opposition of the State Admin- 
istration, which had induced the 
legislature to “freeze” matters as 
they were. A court fight would 
have been interesting in that it 
would have resolved the question 
of whether the State could inter- 
fere with a Federal enactment. 

Recently, one bank analyst 
called for the end of the State 
“freeze,” but at this juncture it 
seems unlikely that a change will 
be made for some time. The stage 





NATIONAL OVERSEAS AND 
GRINDLAYS BANK LIMITED 


Almalgamating National Bank of India Lid. 
and Grindlays Bank Lid, 
Head Office: 
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a 


seems to be set against corporate 
“bigness,” as we have seen by the 
court decision in the Bethlehem 
Stcel-Youngstown case. However, 
ultimately these combinations are 
probably going to be effected if 
the growing economy is going to 
be served. We already have very 
large bank branch systems and 
holding companies, and in due 
course will have more of them. 

A rumor has circulated to the 
effect that Manufacturers Trust 
may declare a stock dividend and 
then be involved in a merger. This 
department doubts the merger part 
of the story for several reasons, 
one being the probability of a 
contlict with the “freeze” law of 
the State. But a stock dividend 
would not be illogical as a means 
of increasing the cash dividend. 
After all, Manufacturers is dis- 
bursing only about 50% of its 
operating earnings and a 10% 
stock dividend would, assuming 
retention of the $2 annual rate, 
have the effect of keeping the 
payout ratio within 55% of oper- 
ating earnings. 

What would also be _ logical 
would be such a stock dividend, 
along with subscription rights for 
additional stock. This bank has 
the highest deposit ratio of the 
large New York institutions, 13.4:1 
(deposits: capital funds), and 
while this is a moderate ratio as 
the countrywide figures go, the 
New York banks are in a position 
as central reserve city banks in 
which able manageraent dictates 
that large capital funds vis-a-vis 
deposit liability be~ maintained. 
And, from the shareholders’ point 
of view, additional capital would 
bring added earning power. 


Panama Bonds Offered 


Lehman Brothers headed a group 
which on Nov. 20 offered $16,800,- 
009 of Republic of Panama 4.80% 
external secured bonds of 1958, 
due Avril 1, 1993 and first option- 
ally redeemable April 1, 1968 at 
105%. The offering price was 
101.17% and accrued interest, 
yielding approximately 4.73% to 
maturity. The group is paying 
100.17%, for a net cost to the Re- 
public of 4.79%. 

Security for the bonds has an 
interesting historical background, 
since it is based on the Treaty of 
1903, as amended, between the 
United States of America and the 
Republic of Panama under which 
the Panama Canal was con- 
structed. Interest and sinking fund 
instalments to retire the entire 
issue by maturity are to be de- 


rived from $1,000,000 of the $1,- 
930,000 annual payment which the 
United States of America owes, 
under the Treaty, to Panama in 
perpetuity for the use and occu- 
pancy of the Canal Zone. The 
$1,000,000 payments are being as- 
signed, until all bonds are retired, 
to the First National City Bank of 
New York as fiscal agent for the 
loan. 


J. P. Morgan 
& Company, Inc. 
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Internatio.al Liquidity and 
American Foreign Policy 


By JAMES W. ANGELL* 
Professor of Economics, Columbia University, New York City 


Despite this year’s gold outflow, Columbia Professor finds 
international liquidity is highly unsatisfactory, and even dan- 
gerous, and that it precludes any attempt to re-establish an 
international redeemable gold standard. In proposing measures 
to impreve the situation, Dr. Angell doubts a “one-shot” rise in 
price of gold would remedy the “spectacularly bad distribution 
of tne world’s golu stocks” and finds it weuld induce price 
inflation. Instead, he suggests countries pursue disciplined 
measures of internal monetary and fiscal control, in addi- 
tion, that raw material producing countries arrange buffer- 
stock plans and other commodity agreements, and diversify 
their production with international aid. Encouraged by in- 
creased private supply of dollars going abroad, the Economist 
submits a plan to increase it still further to aid our national 
foreign policy which entails some sacrifices on our part, some 
changes by our allies and necessitates creation of a favorable 
investment climate in foreign recipient countries. 


The problems of international 
layuidity and of long-term dollar 
vailabilities are clearly of tre- 
endous importance in the world 
oday, both in 
hemselves 2 
nd because 
hey embody 
nany other 
trategic 
spects of in- 
ernational 
relations and 
»Olicies. I 
hall not pro- 
ose any spec- 
iacular new 
olutions for 
nese prob- 
ems here. 
‘4ven a rather 
fief exami- 
ttion v1 weir major dimensions, 
swever, cun carry us a consider- 
i le distance toward practicable 
iswers. I begin with interna- 
mal liquidity. 


I take the notion of the “liquid- 
” of an economic unit to be 
i essential relative concept. For 
business firm, liquidity is usu- 
ly expressed as the ratio be- 
veen the volume of the firm’s 
-called liquid assets and its total 
bilities. A nation, however, has 
1.0 total of liabilities in any mean- 
sul sense. A nation’s liquidity, 
rerefore, is more usefully meas- 
ed by ithe ratio between its 
‘idings of internationally ac- 
ptable cash and close substi- 
tes, on the one hand: and on 
other, the total volume of 
yments abroad which it can 
i asonably expect to have to make 
' some specified future period, 
‘y over the next year. Hence. 
e nation’s liquidity position may 
altered in any of three ways: 
-y changes in the absolute size 
its holdings of liquid assets, 
y changes in the current volume 
its payments due abroad, or by 
ranges in the current volume 
' its cash receipts. 
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The main facts about the levels 
f international liquidity at the 
resent time are fairly simple. To 
» t it compactly, the United States 
@s far more international liquid- 
‘y than it needs, the rest of the 
«rid far less: and even outside 
uc Uniced States, the distribution 
‘f Liquidity is extremely uneven. 
« we iake monetary gold stocks 
s the base, we find that in mid- 
$58 the United States alone held 
‘ver $21 billion, which was 54% 


if the total world stock of $39 
iilion. All other countries plus 
he international institutions. 


cen to ether, held only $18 bil- 
1, Or 46%. Continental Europe 
© i oniy ‘23%, the United King- 
“m only 7%. The Latin Ameri- 
in countries had less than 5%, 


a o 





_ “Am oddress by Mr. Angell before the 
“enemies Roundtable at the 45th Na- 
i al i‘creipn Trade Convention, New 
Yok City, Nov. 19, 1958. 


and all the rest of the world com- 
bined only another 5%.) Even if 
we broaden the base to include 
not only gold, but also all short- 
term dollar assets and U. S. Gov- 
ernment bonds and notes held by 
.oreign countries, thus getting a 
world total of $56 billion, the 
picture is not greatly changed.? 
Continental Europe still held only 
28% of the total, the United King- 


dom still 7°, Latin America 8%, 
and the rest of the world 7%. 
Among other leading countries 


only West Germany, Canada and 
switzerland had substantial hold- 
ings, with 5 to 7% apiece. 


Standard Return 
Is Out 

If our ultimate objective is to 
restore a freely-working system 
of international payments based 
on gold, the absolute size of the 
liquidity reserves which most 
countries now hold is grossly in- 
adequate. “Adequacy” itself is 
not really measurable except in 
terms of future and hence, unfore- 
seeable needs, but a_ standard 
commonly applied is the ratio of 
reserves held to the current vol- 
ume of merchandise imports per 
year. Using imports in 1957 as 
the basis for comparison,’ the 
ratio of gold holdings alone in 
June, 1958, to the 1957 imports 
was 164% for the United States. 
But for the world as a whole out- 
side the United States, it was only 
19%! This was barely enough to 
pay for two months of imports at 
the 1957 rates, on the average, 
even if all domestic gold-reserve 
requirements were abandoned. 
tor continental Europe the aver- 
age figure was 26%: for the 
United Kingdom 25%; for France. 


Avers Gola 


chronically in difficulties, only 
7%—less than one month’s cov- 
erage. For Latin America the 
ratio was 20%, tor Canada 19%. 


and for all the rest of the world 
combined less than 5%, or barely 
half a month’s coverage. 


Clearly any substantial adverse 
swing in the relation between in- 
ternational payments and receipts 
would wipe out most countries’ 
gold reserves, if all transactions 
balances had to be settled in gold.4 
The inclusion of short-term del- 
lars and U. S. Government securi- 
ties held abroad improves the 
general picture substantially, but 
agaim very unevenly: and in most 
cases total liquidity reserves are 
still very low.5 For nearly all ot 


1 International Financial Statistics, 
November, 1958. 

2 Federal Reserve Bulletin, October, 
1958. 


3 United Nations, Monthly Bulletin of 
Statistics, October, 1958. The ideal basis 
would presumably be the total current- 
account debit position, but for most 
countries this is difficult or impossible to 
measure correctly. 

4 Among the more important countries 
other than the United States, only for 
Switzerland, with 95%, and Venezuela 
with 43%, did the gold reserve amount 
to more than 4 months’ coverage. West 
Germany had just 4 menths’ coverage, 
Italy two, France less than one. ; 
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the more important countries of 
the world except the United 
States, Switzerland, and Vene- 
zuela, the present reserves are 


obviously insufficient to cope with 
anything more than rather minor 
deficits in the current balance of 


international payments. In them- 
selves, alone, they would be ut- 
terly unable to meet any pro- 


tracted large pressure. 
Three further comments shouid 
made on these liquidity fig- 
First, in computing the 
country and regional percentages 
given above, no account was taken 
of the additional resources which 
could made available by the 
International Monetary Fund o: 
the European Payments Union. 
The net funds of the Union, how- 
ever, are small. The Fund, on the 
other hand, has some $1.5 billion 
still available.6 But the small size 
of the quotas of most countries, 
and the Fund’s own rules, se- 
verely restrict the actual usability 
of this sum in the short run. Like- 
only a few countries could 
borrow substantial sums from for- 
eign central banks in times of 
crisis. Hence, the figures cited 
above give still approximately 
the correct picture. Second, it is 
true that the United States has 
lost nearly $2 billion in gold since 
the end of 1957, while Continental 
Europe and the United Kingdom 


be 
ures. 


be 


wise 


especially the latter—have to- 
gether gained rather more than 


this. Welcome though these movc- 
ments are from the point of view 
of raising the general level of 
international liquidity. however, 
they must not be exaggerated. 
The American gold exports added 


less than 10% to the reserves of 
the rest of the world, and they 
may be reversed quickly if a new 


world-wide expansion of activity 
gets under way. Finallv, sterling 
should not be left out of account, 
for it provides essential interna- 
tional liquidity to large numbers 
of countries. Given even the pres- 
ently remaining restrictions on 
sterling convertibility, however, 
it seems more useful for our pur- 
poses here to confine the discus- 
sion of liquidity to gold and dol- 
lars alone. 
il 

The general world situation 
with respect to international li- 
quidity is thus highly unsatisfac- 
tory and indeed dangerous, and 
hes been so ever since the end 
of World War II or longer. More- 
over, because of domestic reserve 
1:equirements, the supplies of gold 
and dollars which are actually 
available for international settle- 


ments are much smaller than the 
figures given above would indi- 


cate. What can be done to improve 
the situation? 


Submits Prepesa!s to Impreve 
Liquidity 

First, the United States has al- 
ready proposed an increase of 
50% in the resources of the Inter- 
national Monetary Fund; and I! 
would myself prefer to. double 
them, or more. But even this last 
step would achieve only a rather 
limited gain. It would nominally 
add some $3 billion of gold and 
dollars to the international pool, 
as remarked earlier—the small 
size of most Fund quotas and 
the restrictions on their use would 
severely limit the short-run ef- 
fectiveness of the increase. Sec- 
ond, raising the dollar price of 
gold has been urged by many. 
This looks likes an attractive 
cure-all. I see two difficulties. 
however. For one thing, it would 
do nothing to remedy the present 





spectacularly bad distribution of 
the world’s gold stocks. In addi- 
tion, I fear that many countries 
would find the increase in the 
nominal value of their gold re- 

5 The special beneficiaries of the in- 
clusion are Canada, Haly, again Vene- 
zuela. and seme of the smaller Latin 
American and other non-sterling coun- 


tries. 

6 International Monetary Fund, /nter- 
national Reserves and Liquidity (1958), 
p. 98. This valuable study presents 
given in 


much more detail than can be 
the present paper. 





serves an almost irresistible temp- 
tation to internal monetary and 
fiscal relaxation and hence, «infla- 
tion, and would thereby quickly 
dissipate nearly all the gain. Sub- 
stantial damage frem speculation 


on the foreign exchanges, in the 
period before the change in. gold 
price actually became effective, 
might also result. 

In any event, however, these 
are both only one-shot measures. 
Once they were in force most of 
their benefits would be rather 
rapidly used up, and the funda- 


mental problems would re-emerge 
almost unchanged. For most coun- 
iries other than the United States, 
Switzerland and Venezuela, tne 
cold and dollar resources which 
could be made effectively avail- 
able to meet adverse international 
pressures—that is, the excess of 
such resources above domestic 
monetary reserve requirements 

would in themselves alone still be 


inadequate to meet more than 
relatively small fluctuations in 
the balance of payments. Even 


if the currency price of gold were 
doubled, for example, an even if 
all prices remained stable, France 
would still have only seven weeks’ 


import coverage, Italy 16. Not 
only to counteract but—far more 
important—to prevent any severe 


and protracted international pres- 
sures, therefore requires. that 
other more powerful and more 
enduring steps also be taken. 


Strict Measures Instead of Gold 
Rise 
Of these the most important, 
obviously, is the adoption and en- 


forcement, by all the leading 
countries, of far better and far 
more disciplined measures of in- 


ternal monetary and fiscal co.itrol 
than many have so tar been will- 
ing to impose. The objective must 
be both to maintain nearly full 
comestic employment, and at the 
same time to prevent domestic 
inflation, or at least to prevent a 
rate of domestic inflation that 
runs ahead of the country’s trad- 
ing partners. These measures, ii 
effective. will then in turn pre- 
vent both those balance of pay- 
ments disturbances that arise from 
a disproportionate domestic infla- 
tion, and a consequent excess of 
imports: and also those disturb- 
ances that arise from domestic 
recession and a resulting collapse 
of import demand, and that con- 
sequently hit other countries. 
These are, of course, familiar 
propositions, and they may easily 
be dismissed as constituting mere 
counsels of perfection. I see no 
other major and enduring solu- 
tion, however, for those countries 
which have already achieved a 
fairly advanced level of economic 
development which are in the 
main rather highly industrialize(, 
and which have a rather large and 
diversified foreign trade. For 
them, ne level of international 
liquidity which they are likely to 
be both able and willing to afford 
will give them complete security. 
Providing them with more liquid- 


ity, if nothing else is done, is 
merely to treat the symptom, not 
the cause. They must go to the 


real heart of the problem, and for 
them, the real heart is their own 
internal policies and measures. If 
each such country takes the ap- 
propriate internal steps, it both 
benefits itself, and also benefits 
all other countries. To secure the 
full benefit, however, every ad- 
vanced country must act in the 
ways indicated. It is a perfect 
case of action for mutual protec- 
tion and mutual gain. 


Buffer Steck Plans and 


Agreements 
The great mass of the less de- 
veloped countries, on the other 


hand, are inarather difficult posi- 
tion. For them, too, higher aver- 
age levels of international liquid- 
ity are eminently desirable, and 
appropriate domestic monetary 
and fiscal policies are essential. 
But for them the effectiveness of 
such policies, in controlling the 
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current balance of payments posi- 


tion, is likely to be much more 
restricted. Most of these countries, 
by very definition, are heavily 
dependent on exports of a few 
raw materials or foodstuffs, and 
are hence, in considerable degree 
at the mercy of the fluctuating 
demands of the industrial coun- 
tries. Even if their own internal 
monetary and fiscal policies are 
ideal and few are —they must 
therefore also rely extensively on 
the implementation of adequate 
domestic policies, such those 
cutlined above, in the industrial 
countries. If the latter countries 
fail to act in appropriate fashion, 
the international liquidity of 
most of the less advanced 


as 


many or 

countries may be wiped out al- 
most overnight, and t ey may 
find themselves forced into the 


all-too-familiar paths of exchange 
restriction and even outright de- 
preciation. It has happened many 
times. 

The raw materials and foodstuff 
countries need not remain quite 
as helpless, however, as the pre- 
ceding comments suggest. Al- 
though the question has been hotly 
debated on both sides, I think that 
most of them can also do a good 
deal to protect themselves by the 
adoption of properly - conceived 
long-term contractual arrange- 
ments with the industrial countries 
buffer-stock plans and other com- 
modity agreements. The key to 
success here, I think, is that there 
should be equal representation 
of both consumer and producer 
groups, and where relevant, equal 
contributions. Producer-dominated 
schemes are almost foredoomed.? 


Moreover. over the longer term 
most of the raw-materials and 
foodstuffs countries can escape 


from at least a part of their pres- 
ent dilemma by diversifying their 
production patterns and their ex- 
ports, through development pro- 
grams supplemented by foreign 
financial and technical assistance. 
Neither of these things will com- 
pletely solve the international li- 
quidity problem for them, but at 
least they will no longer be greatly 
worse off than the more advanced 
countries. 


ul 


The problem of the long-term 
availability of dollars, or for that 
matter of any other international 
currency, is on a rather different 
plane. Such dollars—if I may limit 
attention here to dollars alone— 
are not wanted primarily to pre- 
serve international liquidity. They 
are wanted to help naintain and 
increase the volume of other coun- 
tries’ imports of goods and serv- 
ices, whether American or of other 


origin. The imports, in turn, are 
wanted to maintain and raise the 
general level of living standards 


abroad, either directly or by the 
more complicated route of internal 
economic develooment financed in 
part with outside funds. 

To make a fair judgment of the 
long-run prospects with respect to 


dollar availabilities, it is again 
necessary to start by looking 
briefly at the recent facts. For 


this purpose, I shall take the term 
“dollar availabilities” to mean not 
merely the proceeds of American 
foreign investment and govern- 
ment grants, but to mean the total 
supply of dollars which is fur- 
nished to foreign countries, what- 
ever the source of the dollars. This 
is the total of our payments for 
imports of goods and services, plus 
our capital exports, plus all other 
government payments and trans- 
fers to foreign countries. 

From the beginning of 1946 
through June, 1958.8 which is the 
latest date available, and taking 
all reported sources of funds to- 
gether, the United States supplied 
the discussion of 


7 Also see extensive 


commodity schemes in the recent GATT 
Report, Trends in International Trade 
(Geneva, 1958) prepared by a Commit- 
tee of Experts under the chairmanship 
of Professor Haberler. 

8 The last half cf 1945 is -mitted be- 
cause of the disterting effects of Lend- 


cperations left 


Lease, UNRRA and othe: 


over from the war. 
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a gross total sum of $273 billion 
to foreign countries.? Of this gross 
total, exactly two-thirds came 
from our purchases of foreign 
goods and services, including mili- 
tary items. 22% came from uni- 
lateral transfers, chiefly U. S. 
Government grants to foreign 
countries. 12% came from loans 
and other investments abroad, 
nearly equally divided between 
private and governmental opera- 
tions. The distribution of the 
sources of supply of dollars as be- 
tween the private and the govern- 
ment sectors is equally significant. 
The private sector supplied ex- 
actly two-thirds, the government 
sector one-third. In the private 
sector, imports of merchandise ac- 
counted for 45‘~ of the gross total 
of $273 billion, imports of services 
11%. Private investment abroad 
supplied 6.47, and unilateral pri- 
vate transfers (chiefly philanthro- 
pies) 24% more. Of the govern- 
ment total of $93 billion, some $75 
billion came from military grants 
and military expenditures abroad. 

The geographical distribution of 
the $273 billion we supplied to 
foreign countries is also extremely 
significant. Of our private imports 
of merchandise in 1956, which was 
a boom year, 30% came from the 
Latin-American countries, 23% 
from Canada, another 23% from 
Western Europe; the remaining 
24% was scattered.!° On the other 
hand, our private foreign invest- 
ment position in 1956 showed that 
of the total of $33 billion of hold- 
ings, 37% was in Canada, 28% in 
Latin America, and 21% in West- 
ern Europe. This is, hence, not 
greatly unlike the merchandise 
import distribution, so far as con- 
cerns Latin America and Western 
Europe. For Canada, however, the 
proportion of our total investments 
was half again as large as the pro- 
portion of our total imports. 

The geographical distribution of 
Our government expenditures, 
grants and loans has been quite 
different. Roughly half of the 
grand total was spent in Western 
Europe, and nearly a quarter in 
the Far East. The Latin American 
proportion, as the countries con- 
cerned have not failed to point 
out, has been trivial. The distri- 
bution of government outlays re- 
flects, of course, the regional im- 
pact of the major international 
political, military and ideological 
pressures since World War II 


What About the Future? 


What about the future? First, 
it seems to me a fairly safe, if de- 
pressing, guess that the volume of 
our military grants and other ex- 
penditures abroad will not shrink 
much in the next few years, and 
more probably will expand. As in 
the past, however, the spending is 
likely to be concentrated in a few 
countries alone, most of which are 
already rather highly developed. 
Moreover, so far as the funds are 
actually spent in the United States, 
they make no direct addition to 
the supply of dollars available to 
other countries. Second, our pri- 
vate investments abroad have 
grown relatively rapidly in recent 
years, and since 1953 have been 
averaging nearly $3 billion a year 
—though this is still hardly 10% 
of our recent total yearly supply 
of dollars to other countries. Most 
of the recent investment has been 
direct, and some 40% of it has 
been going to the less developed 
countries outside of North Amer- 
ica. In the absence of major po- 





9 Data from U. S. Department of Com- 
merce: for 1946-56, Balance of Payments 


(1958); for 1957-58, Survey of Current 
Business. Of the gress total ef °?73 
billion, $21 billion represented military 
supplies and services bought in the 
United States and transferred under 
grants. For some purposes it may be 
desirable to subtract these transfers 


from the gross total, thus reducing the 
latter to $252 billion. For the purposes 
of the following argument, however, the 
effect is in either case minor. 

10 The distribution of eur merchan- 
dise exports was not greatly different. 
We had a substantial excess of exports 
te Western Europe, however; an equal 
excess of imports from tatin America; 
and reughly an even balance for Canada 
and for the aggregate of all other coun- 
tries. 
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litical upheavals or major wars, 
there seems to be no reason why 
this present rate of private invest- 
ment abroad should not be main- 
tained for a considerable period, 
on the average, and even increased. 
Third, some expansion of the for- 
eign investments of our govern- 
ment is also probable, perhaps 
chiefly through the present and 
the proposed new international 
institutions. Its average annual 
volume, however, is not likely to 
be large. 

Finally; by far the most impor- 
tant single.source of supply of dol- 
lars to foreign countries, of course, 
is and will continue to be our pri- 
vate imports of merchandise. At 
the present time, merchandise im- 
ports are furnishing two-thirds of 
the total private dollar availabili- 
ties per year, as against only 16% 
per year for new private foreign 
investment.!!. Such merchandise 
imports are also, in general, by far 
the most desirable source of sup- 
ply of dollars, for all the familiar 
reasons. They have increased 212 
times in dollar volume since 1946. 
There is no inherent reason why 
they should not expand steadily 
in the future. 


IV 

This last proposition can be ex- 
terded to the whole of our pri- 
vate overations that supply dol- 
lars to the rest of the world, 
whether these dollars come from 
private importations of goods and 
services or from private invest- 
ments abroad. There is, to repeat, 
no inherent reason why they 
should not expand steadily in the 
future. This is true simply be- 
cause there is no necessary limit 
to the future growth of world de- 
mand, and hence, of world trade. 
But no large and continued ex- 
pansion of the private supply of 
dollars to other countries is likely 
to take place unless appropriate 
policy decisions are reached, both 
in the United States and abroad, 
and unless the appropriate imple- 
menting measures are adopted 
and maintained. 

So far as concerns the United 
States, these decisions and meas- 
ures depend on what we think the 
major objectives of our national 
foreign economic policy should be 


Furthering Our Foreign Policy 

I believe that these objectives 
at least when stated in reasonably 
broad and general terms, are by 
now fairly wel] agreed to bv al- 
most everyone. The lirst and 
overricing Objective in itself 
political: namely, the containment 
of imperialistic Communism, and 
if possible its defeat. In one form 
cr another, this is the justifica- 
tion for most of our governmental 
spending abroad, and heeds no 
amplification. The second objec- 
tive is the promoticn of internal 
ceonomic development and di- 
versification abroad, especially 
though not solely in the eco- 
nomically. more backward areas 
of the world. Achieving this ob- 
jective, so far as ii concerns coun- 
tries which are uncommitted or 
which may waver in the struggle 
between the Iron Curtain and the 
West, is a part of the require- 
ments for achieving the first ob- 
jective. It obviously has great 
force in its own right as well, 
however, aS a major instrument 
for progressively raising the 
standard of living and the whole 
level of life in other countries. 
The third and last major objective 
stems directly from these latter 
inctivations. It is the promotion 
of a growing volume of multi- 
lateral commercial and financial 
exchanges with all other countries 
that desire them, at high levels of 
employment and without inflation. 

The achievement of all three of 
these objectives, and especially of 


is 


11 As a further example of the orders 
of magnitude involved, doubiing the cap- 
ital of the World Bank would increase 
its gold and dollar resources by only 3% 
of the annual total of dollars now being 
made available in other ways. The Bank’s 
operations are of great importance both 
strategically and in the lecalities af- 


fected, but they are not large in relative 
terms. 
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the last two, inherently requires 
that the supply of our dollars to 
other countries be not only main- 
tained, but be steadily increased. 
The dollars are the chief means 
by which the objectives them- 
selves can be reached. 


How to Achieve This National 
Objective 

If we accept these objectives 
and seriously attempt to achieve 
them, however, a series of prac- 
tical consequences follow which 
are not equally palatable to all 
people. Tney are consequences 
both for us and for foreign coun- 
tries. For ourselves, we must im- 
prove still further our domestic 
anti-recession policies, in order to 
prevent or at least greatly reduce 
the substantial cyclical cuts in 
our imports, which still take place 
from time to time:!2 we must pro- 
gressively reduce our protective 


tariffs, to ever lower levels: we 
must abandon, unless in special 
emergencies or for genuine and 


grave reasons of national defense, 
our quota systems; and we must 
break up our present irrational 
and exasperating tangle of agri- 
cultural export subsidies, dump- 
ing and again, quotas. 

But we cannot ao the job alone. 
Other countries, our actual or our 
prospective trading partners, must 


take essentially similar steps. 
Otherwise the whole effort will 
be condemned to, at best, only 


half-success. Those who demand 
the benefits of a steadily growing 
international economy cannot at 
the same time insist on remaining 
major sources of instability and 
disruption; and those who wish to 
sell cannot at the same time re- 
fuse to buy. The only substantial 
exception that seems to me plaus- 
ible is the protection of new in- 
dustries in backward countries. 
But even here I think that the 
protection, to be justified, must 
be set up only as part of a care- 
fully planned and specified pro- 
gram, and then only for a speci- 
fied and limited time. The 
burden of proof is on the would- 
be protectionists. 

Finally, it is obvious that those 
countries which seek American 
capital must also provide the 
legal and economic conditions 
which will make our investments 
secure, and which will make it 
possible for us to enjoy a rea- 
sonable share of the fruits if the 
investments are successful. 

All these things follow obvi- 
ously enough if we accept the 
original premises, from which the 
araiysis started. The steps pre- 
scribed are not all easy, however. 
Some products, some groups, even 
some industries are certain to get 
hurt, especially by more liberal 
commercial policies—as the mem- 
bers of this audience weil know. 
These are tne products and the 
grcups which in one way or an- 


other have beneiited from gov- 
ernment favors that were not 
available to most people. But so 


far as concerns the United States, 
the damage to particular segments 
of our economy, for example from 
the removal of tariffs, can pre- 
sumably be largely avoided by 
spreading the changes over time. 
On balance, the gains, both to the 
American people at large and to 
our friends abroad, must surely 
far exceed any losses that prove 
in actual fact to be more than 
temporary. In our own enlight- 
ened self-interest, I think we 
must make our basic decisions 
along the lines I have just been 
sketching, and then carry them 
out courageously. 


12 If inflation in the United States runs 
at a more rapid rate than abread, this 
too will increase current dollar avail- 
abilities while it lasts; but it is hardly 
a course to be recommended. 


Joins Channer Staff 


(Special to THE FINANCIAL CHRONICLE) 
CHICAGO, Ill.—Paul G. Mar- 
tens has joined the staff of Chan- 
ner Securities Company, 39 
South La Salle Street. Mr. Mar- 
tens was formerly with Boettcher 
and Company. 
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International Liquidity 


By PER JACOBSSON* 


Managing Director, International Monetary Fund, 
Washington, D. C, 


Commenting on the recent improvement in the reserves of most 
industrialized countries and the general current opinion that 
“nobody seems seriously to believe in any immediate threat to 
the world’s liquidity position,” Mr. Jacobsson, nevertheless, 
advances several reasons supporting an increase in the Fund’s 
resources at this time. Included amongst these is the argument 
that it might make countries more confident to take the step 
towards convertibility. The distinguished international econo- 
mist argues against gold price increase; points out that little 
was gained from the devaluations of the 1930s; praises highly 
the contribution of international commercial bank credit; and 
warns that too much gold may create excessive liquidity and, 
hence, give rise to inflation. 


A great deal has been spoken 
and written recently about the 
problem of international liquidity. 
A year ago when the economic 
recession be- 
came more in 
evidence here 
in this coun- 
try, there 
were, of 
course, those 
who remem- 
bered, espe- 
cially in Eu- 
rope, how 
many learned 
economists, 
and others 
also, had been 
convinced that 
a setback in 
the American 
economy would expose other 
countries to a strain in their bal- 
ance of payments and, indeed, in- 
tensify what had been called “the 
dollar shortage.” For the Euro- 
pean countries this could be a 
serious matter; a number of them 
had already experienced two pe- 
riods of acute tension in their 
exchange markets since the sum- 
mer of 1956, and if they now had 
to look forward to another period 
of exchange troubles, they were 
naturally inclined to be worried. 
The British especially, who had 
been taking strict measures at 
home to restore their financial 
position, began to be anxious, and 
they considered it necessary to 
enter into discussions with their 
American friends about the inter- 
national liquidity position, with a 
view to finding out whether some 
safeguarding measures could not 
usefully be taken. 

Looking back, we now know 
that movements in the exchange 
markets have been very different 
to what had been feared; instead 
of losing reserves to the United 
States, most European countries, 
and also some countries outside 
Europe — notably Japan — have 
been able to increase their gold 
and dollar holdings quite substan- 
tially, while the United States on 
the contrary has had to sustain a 
gold outflow of about $2 billion. 
Fortunately the United States has 
still very large gold reserves, and 
with other industrialized countries 
gaining reserves, there are not at 
the moment any signs of an im- 
mediate liquidity crisis or any real 
prospect of any such crisis in the 
foreseeable future. I think it is 
fair to say that, at the recent 
meeting of the Fund and the Bank 
in New Delhi, the representatives 
of the industrialized countries in 
Europe and elsewhere were more 
relaxed than they had been at any 
previous meeting of these two in- 
stitutions. But even so, the dis- 
cussion about the world’s liquidity 
position has been continued; and 
—what is really significant — at 
the New Delhi meeting the repre- 
sentative of the United States put 
forward proposals for an increase 
in the resources of the Fund and 
the Bank. Why have these pro- 
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the American Finance Association and 
the Metrepclitan Economic Association of 
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posals been made; and why is it 
that these prc vosals have received 
almost universal approval at a 
time when nobody seems seriously 
to believe in any immediate threat 
to the world’s liquidity position? 

Before I try to answer these 
questions, let me for a moment 
recall how the problems of inter- 
national liquidity were success- 
fully dealt with in the days before 
1914, when almost all ccuntries 
adhered to the rules of the inter- 
national gold standard. The gold 
standard system as it worked be- 
fore 1914 secured for the world 
the following two advantages: 


Reviews Pre-1914 System 


In the first place it was effec- 
tive in maintaining proper bal- 
ance between the econonm ‘es of 
the various countries. If in the 
pursuit of too lax a credit policy 
a particu‘ar country went out of 
line it would lose gold; and it was 
then bound by the generally ac- 
cepted rules to increase its dis- 
count rates and take other 
restrictive measures to check or 
reverse the flow of gold. Since 
world trade was general! ex- 
panding, it was often suff cient 
for a country to call a helt ‘n the 
credit expansion to get into line 


again. The measures wer: no 
doubt harsh at times bu. since 
world trade was expandin;:, they 


generally did not cause more than 
passing hardships. 

Secondly, the regular fiow of 
gold from current productic. led 
to a general increase in monetary 
reserves, which in its turn gave 
an impetus to expansion i» the 
supply of credit, sufficient as a 
rule to provide the inc’‘eae in 
purchasing power and w<vking 
capital needed to finance the 
growth in trade and procu tion. 
The Swedish economist, Professor 
Gustav Cassel, laid great siress 
on the role that newly minec gold 
played in securing an ade ‘uate 
expansion in the financial s rue- 
ture; he arrived at the femous 
figure of 3% as the rate of ex- 
pansion required. In some p riods 
before 1914 this rate was roi tully 


reached, in other pcriods was 
somewhat exceeded, but te di- 
vergence was never con: !‘e ‘able, 
with the result that the ¢ neral 


price level was relatively stable 
in the period 1860 to 1914. 

If we take a look at the re- 
serve holdings of the individual 
countries, we find that s-~c had 
quite substantial gold r serves 
which went on increasing from 
year to year; others—parti« ularly 
Great Britain — had w'*:t we 
would now consider asto y's \ingly 
slender gold reserves—~.1tly some 
£30 million or $150 milii» when 
they were the highest fco- any 
pre-1914 year. One rerson why 
London could manage nain- 
tain orderly monetary con‘itions 
on such a slender gold bas’; was 
that Great Britain at the tne wa. 
a pronounced creditor cou \uy ane 
more precisely had _ svu's antial 
short-term claims on oOiaer cou \- 
tries—-largely in the forr, of a 
ceptances— which could readily 
be mobilized. Another reason w” 
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International Liquidity 


the effectiveness of the British 
banking system, working with a 
traditional 10% cash ratio; in such 
a system only a relatively slight 
addition to reserves was needed 
for credit to pe expanded in an 
effective way. As between the in- 
dividual countries the proportion 
between the gold reserve, on the 
one hand, and the credit volume 
or the volume of foreign trade, 
on the other hand, thus varied 
considerably. Both for the indi- 
vidual countries and for the com- 
munity of nations the efficient 
working of the credit system was 
a factor of the greatest importance. 
Just as the liquidity of an indi- 
vidual firm can never be judged 
on its cash holdings alone, since 
account must be taken of its credit 
standing and its borrowing possi- 
bilities, so the very fact that the 
international credit system func- 
tioned smoothly under conditions 
of widespread monetary confi- 
dence made it possible as a rule 
for individual countries to borrow 
when a deficit arose in the bal- 
ance of payments, so that they 
would not have to rely solely on 
their reserves at a period of strain. 


Gold Standard Lessons to Learn 
There are indeed three main 
lessons still valid to be learnt 
from the working of the pre-1914 
gold standard: there is need for 
monetary discipline to keep the 
various economies in balance one 
with the other; there must further 
be a mechanism sufficiently effec- 
tive to assure the expansion in the 
credit supply needed to sustain 
the growth in trade and produc- 
tion; and thirdly, in order to im- 
plement these prerequisities and 
thus to assure a properly func- 
tioning international monetary 
standard there must be an effec- 
tive international credit system. 


Importance of Commercial Banks 

Indeed, foreign as well as do- 
mestic trade is financed primarily 
by commercial banks and it is the 
supply of commercial credits that 
keeps the wheels of commerce 
moving. The liquidity generated 
in the financially important coun- 
tries is therefore of special impor- 
tance for the trend of world 
trade—to give but one example— 
and an example from our day— 
the credit expansion in the United 
States during the recent recession 
has helped to increase the supply 
of dollars also to the rest of the 
world and has thus facilitated in- 
ternational settlements. But in 
order to expand credit, the com- 
mercial banks need the support 
of the central banks—here in the 
United States of the Federal Re- 
serve System—and such support 
can only be granted if the central 
banks themselves are in a suffi- 
ciently strong position. Situations 
may arise — in emergencies, in 
booms and in depressions—when 
the central banks are in need of 


temporary assistance — and the 
need of such assistance was, of 
course, one of the main reasons 


why the Bretton Woods institu- 
tions and especially the Interna- 
tional Monetary Fund were es- 
tablished. 

Before I turn to the considera- 
tion of the preblems that now 
beset us there is one important 
phase of the inter-war period 
from which, I think, we still have 
a lot to learn. I refer to the phase 
which led up to and followed the 
suspension of gold payments by 
the Bank of England in Septem- 
ber 1931. I suppose some still re- 
member how in May of that year 
the largest Viennese bank — the 
Austrian Credit Anstalt — had to 
close its doors; how the nervous- 
ness which this created spread to 
Germany and gave rise in the 


summer to a very severe banking 
crisis in that country; how then 
within a few 


weeks the pound 


came under pressure and the 
flight of capital became so intense 
that in September, first the pound 
and then a number of other cur- 
rencies were devalued. Thus a 
crack which had begun in a rela- 
tively small country went on 
spreading; and before the disrup- 
tion was ended, both the dollar 
gnd the so-called gold block cur- 
rencies—including the Swiss franc 

had also to pe devalued. There 
are a few observations which I 
would like to make in this con- 
nection. 


Little Gained by 1930s 
Devaluation 

It is often asserted that the real 
season for the devaluation of the 
pound was that the British au- 
thorities had in 1925. stabilized 
their currency ut too high a level, 
namely the pre-1914 gold parity— 
so that it necessarily had to be 
adjusted in relation to other cur- 


rencies. But when the _ whole 
process of adjustment was over, 
by the middle of the 1930s, the 


pound and the dollar as well as 
most other currencies had again 
reached very much the same rela- 
tion to each otner as existed be- 
fore the devaluztions, so in that 
respect hardly any real change 
had occurred. Would it not then 
have been bette: if the original 
relationship had been preserved? 
After all, little was gained for the 
world by these devaluations: 
world trade remained stagnant 
throughout the 1930s, notwith- 
standing the resort to cheap 
money policies and deficit spend- 
ing pursued in most countries. 

In fact, some serious efforts 
were made in 1931 to support the 
existing exchange structure when 
it came under pressure. Special 
credits were arranged up to a 
total of about Swiss francs fiv« 
billion or $1 billion which in real 
value would be qual to at least 
$2.5 billion today. These credits, 
as we know, proved insufficient 
but this does not mean that a 
larger amount of credit, perhaps 
twice as much, would not have 
been successful in averting the 
devaluations — and in doing so 
many of the subsequent troubles, 


political as well as economic, 
might well have been averted. 
Winston Churchill has said 


about the second World War that 
it was the most unnecessary war 
in the history of mankind. I would 
not go so far as to say exactly the 
same about the devaluations of 
1931 and the following years but 
{ still think they could have been 
avoided: and if they had been 
avoided, much of the trouble that 
followed in the:r wake would also 
have been avoided and perhaps 
even the war itself. 

I have dwelt at some length on 
this liquidity crisis of 1931 be- 
cause I am haunted by Santa- 
yana’s saying: “Those who do not 
remember the past will be con- 
demned to repeat it.” 


Pre-World War II Years 

After the gold standard had 
broken down in the inter-war 
period, something new and more 
firmly founded had to be built 
and that was the task at Bretton 
Woods. The International Mone- 
tary Fund in particular was estab- 
lished to ensure a better order in 
monetary relations and to do that 
by granting, in case of need, fi- 
nancial assistance which would 
help the particular countries to 
take the proper steps to restore 


balance both internally and on 
their foreign accounts. It was 
specifically laid down that the 


Fund was not intended to provide 
facilities for postwar reconstruc- 
tion or relief. Nevertheless, thanks 
to Marshall Aid and the fact that 
many Overseas countries had 
fairly large sterling and dollar 
halances accumulated during the 


war, it was possible to embark 
upon programs of postwar recon- 
structions withcut being unduly 
hampered by a dangerous short- 
age of foreign exchange. Since 
these needs were thus met from 
yther sources, there was little 
necessity for Fund assistance in 
those years. 

The combination during the wa) 
years of direct controls to keep 
down prices and the generally 
rapid rate of increase in the vol- 
ume of money and of claims that 
could easily be turned into money 
left most countries with excess 
liquidity in their domestic mar- 
kets in the postwar period of re- 
construction. This excess liquidity 
necessitated some important ad- 
justments, which for the most part 
took the form of a fairly rapid 
increase in prices, although in a 
number of countries the adjust- 
ments also took the form of de- 
valuations. Often one crisis fol- 
lowed the other—notwithstanding 
the aid from abroad—but after 10 


years of postwar reconstruction, 
two important results had un- 
doubtedly been gained: (1) by 


1956 the European economies had 
generally reached a fair degree of 
balance internally and in relation 
to each other and to the rest of the 
world; (2) by that time the adop- 
tion of flexible credit policies (in- 
cluding changes in interest rates) 
had generally been accepted as an 
essential element in the efforts to 
maintain a balanced position. 


Suez and 1957 Crises 


Both these gains were put to a 
severe test at the time of the Suez 
crisis that occurred in the autumn 
of 1956, which, in particular, ex- 
posed the pound sterling to a con- 
siderable strain. The pound being 
a currency used for international 
settlements was particularly vul- 
nerable in a period of nervous- 
ness; those who had claims on 
London asked for immediate pay- 
ment, while those who had pay- 
ments to make in sterling delayed 
us long as they could the date of 
settlement. Britain’s gold and dol- 
lar reserves were rapidly reduced 
by these capital movements, al- 
though the current account of the 
balance of payments continued to 
show a surplus. In December, the 
British Government turned to the 
Fund with a request for financial 
assistance for an amount of $1,300 
million, and received a drawing ol 
$561 million, and a stand-by of 
$739 million. Moreover, a line of 
credit of $500 million was ar- 
ranged with the Export-Import 
Bank. The assistance by the Fund 
was granted on the basis of a dec- 
laration by the British Govern- 
ment that strict financial and 
credit policies would be pursued: 
that quantitative restrictions 
would not be reimposed; and that 
the value of the pound sterling 
would be maintained. Thanks to 
the policies thus pursued, and the 
financial assistance obtained, the 
crisis was averted and the value 
of the pound upheld. 

Nervousness persisted however. 
In the summer of 1957 a new ten- 
sion set in on the European ex- 
change markets—this time caused 
more particularly by rumors re- 
garding a possible revaluation of 
wie German mark. In September, 
1957, when the crisis was at its 
height, the Bank of England raised 
its discount rate from 5 to 7%, 
while the Deutsche Bundesbank 
lowered its rate from 44 to 4%, 
and declarations were made at the 
Fund Meeting in Washington to 
the effect that there was no inten- 
tion. to alter existing exchange 
parities. These measures and dec- 
larations impressed the markets, 
calm being restored; from October, 
1957 up to the present—for 13 
consecutive months—Great Brit- 
ain has been able to add to its re- 
serves. All this points to the fact 
that the pound was not over- 
valued; that there was no funda- 
mental reason for any devaluation; 
that it certainly was in the gen- 
eral interest that the exchange 
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crisis should be overcome. For had 
it led, as happened in 1931, to an 
alteration in exchange values, no- 
body could have told what the 
consequences might have been. 
At the time of the Suez crisis 
the Fund was able to grant sub- 
stantial assistance to Great Brit- 
ain because its holdings of gold 
and convertible currencies were 
at that time still almost intact. 
This was, however, the beginning 
of a very active period for the 
Fund, and the assistance granted 
has reduced its uncommitted re- 
sources so that today it would not 
again be possible to extend 
sistance on such a massive scak 
as was received by Great Britain 


as- 


Reasons for increasing Fund's 


Resources 
So. when I now turn to th 
question of increasing the re- 
sources of the Fund, one of the 


principal reasons for such an in- 
crease —but by no means the 

one—is to be found in the general 
interest of avoiding devaluations 
which are not dictated by the 
realities of foreign trade and com- 
petitive prices, since expericnce 
shows that once a crack starts if 
difficult to limit its effects. 
However, in this connection, it is 


ouls 


IS 


important to remember that the 
British Government itself took 
very strict measures, including an 
increase in bank rate, to 7°,-— 
which is an unusually high rate 
in times of peace. In other cases 
where the Fund has granted fi- 


nancial assistance corrective meas- 
ures have also been taken by the 
countries which received the 
sistance; and the policies which 
the countries in question intend to 
follow have been set down in dec- 
larations to the Fund, often tak- 
ing the form of comprehensive 
stabilization programs, as recently 
in the case of France, Brazil and 
Turkey. In these and in some 
other cases, the resources which 
the Fund has provided for the 
support of their programs have 
been supplemented by credit fa- 
cilities, largely of a more long- 
term character, obtained from 
other sources—from U. S. agen- 
cies, the European 2ayments 
Union and, in a few cases, also 
from New York banks. 

The principles and_ practices 
Which govern the granting of fi- 
nancial assistance from the Fund 
had already been laid down by 
the Board of Executive Directors 
before the active period started in 
1956. The attitude of the Fund 
towards requests for drawings or 
stand-by arrangements depends 
not upon the absolute amount in- 
volved, but upon the proportion 
it bears to the country’s quota 
(each country has a quota in the 
fund which determines not only 
its contribution to the Fund but 
also its voting power and its pos- 
sibilities of obtaining assistance). 
Requests for drawings of the first 
25° of the quota, normally corre- 
sponding to the country’s own 
gold subscription, are almost auto- 
matically approved: for the next 
25% the Fund’s attitude is a lib- 
eral one—the members being re- 
quired to show that they are mak- 
ing reasonable efforts to solve 
their own problems. For any 
drawings beyond these limits, 
however, substantial justification 
is required: namely, that the 
drawing must be in support of a 
sound program likely to ensure 
enduring stability at realistic rates 
of exchange. It is largely through 
the application of these principles 
that the Fund is able to contribute 
to the observance of a degree of 
monetary discipline in the mem- 
ber countries. The Fund is not 
therefore just an additional source 
of credit, but is recognized more 
and more as a source of credit 
that is available in substantial 
amounts only to member govern- 
ments that have _ satisfied the 
Fund of their intention and capac- 
ity to restore balance. These prin- 
ciples apply to developed and 
underdeveloped countries alike; 
in fact, the majority of cases in 


as- 
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Fund has granted as- 
sistance has been in relation to 
underdeveloped countries, which 
have had to satisfy the Fund 
well as the other institutions fron 
which they have requested assist- 
ance the soundness of thei) 
programs. I believe that with the 
enlargement ofthe Fund's 
sources there is no desire or inten- 
tion to depart from the principles 
which have thus been laid down. 


vhich the 


as to 


re- 


States Funds Policies 

There are indeed some strong 
arguments for contributing to an 
increase in world liquidity, when 
such a contribution is required, by 
means of an increase in the Fund's 
resources: through the financial 
assistance the amounts made avail- 
able by the Fund are pinpointed 
to particularly weak spots in the 
monetary structure, and are thus 
used to prevent cracks. Secondly, 
the funds are made available at a 
time when they are most needed 

which may be in times of boom 
as well as in times of depression. 
As a matter of fact, the greatest 
amount of Fund assistance was 
made available in the boom years 
of 1956-57. The Fund has in fact 
shown that it is prepared for di- 
verse contingencies—many of 
which cannot be clearly defined 
in advance. Thirdly, the Fund will 
help to ensure that degree of fi- 
nancial discipline, without which 
no international monetary stand- 
ard can function properly. 

May I add some further con- 
siderations which argue in favor 
of an increase in the Fund’s re- 
sources? The balance which has 
been restored by the economies of 
various countries, taken together 
with the recent improvement in 
the reserves of most industrialized 
countries, has naturally again 
raised the question whether some 
further steps could not be taken 
in the fairly near future to restore 
the convertibility of currencies, at 
least of the leading countries. The 
possibility of having recourse to 
the Fund’s resources—as a second 
line of defense—may make coun- 
tries more confident to make proxz- 
ress towards convertibility, and 
may, indeed, induce them to take 
stricter and more constructive 
measures than if they had to rel) 
on their own resources alone. At 
the New Delhi Conference, the 
British Chancellor of the Excheq- 
uer, Derick Heathcoat Amory, 
stated at the Fund meeting that 
the strengthening of sterling had 
“brought us still nearer to the 
convertibility of the pound, which 
is our objective.” 

Secondly, it is an important fact 
that the world’s trade has risen 
considerably in volume and value 
in the postwar period, with the 
result that whenever periods of 
nervousness set in very consider- 
able shifts may occur in the timing 
of the payments between the vari- 
ous countries; therefore, in any 
emergency, or even in any period 
of exchange tension, the move- 
ments of funds that will follow are 
likely to be on a large scale. The 
rise in prices by at least 50°7 since 
1946 has reduced the real value ol! 
the Fund’s resources, which are 
now considerably less than was 
envisaged when the original en- 
dowment was made. In fact, an 
increase in these resources by 50‘; 
would merely give to the Fund the 
same power of action that was al- 
lotted to it at Bretton Woods. At 
the moment the Fund’s uncommit- 
ted resources in gold and U. S. 
dollars amount to $1.4 billion. By 
an increase of 50% in the quotas 
the Fund would obtain an addi- 
tional amount in gold and U. S&S. 
dollars of about $2 billion; it also 
seems likely that drawings of some 
of the major currencies which are 
not yet fully convertible will be- 
come increasingly attractive to 
members. 

Thirdly, I should like to empha- 
size that the Fund’s ability to pro- 
vide resources to countries in dif- 
ficulties benefits not just those 
countries which have sought or 
may seek the Fund’s assistance but 
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all the members of the Fund. This 
will be true in the future as it has 
been in the past. It was, for ex- 
ample, in the general interest that 
a devaluation of the pound ster- 
ling was avoided in 1956, that ten- 
sion in the exchange markets was 
reduced in 1957, and that countries 
have been helped to push forward 
with their stabilization programs; 
it is also in the general interest 
that by means of a stricter observ- 
ance of financial discipline a sound 
monetary basis should be created 
for a renewed expansion of world 
trade. 


Discusses Goid Devaluation 

Now I can imagine that some- 
body might say that although an 
increase in the Fund’s resources is 
all to the good, there still remains 
the problem of providing the regu- 
lar increase in liquidity required 
for an expanding world trade. It 
has already been said above that 
commercial banks to be able to 
increase their financing will have 
to be supported by the central 
banks, but that these central banks 
will be in a position to give that 
support only if they themselves 
are in a strong position. The ques- 
tion may well be asked whether it 
is not then necessary to ensure a 
regular increase from year to year 
in the reserves of the central 
banks, and is it not true to say 
that the Fund cannot contribute 
to any such sustained increase in 
reserves, since its assistance is only 
of a short-term character—being 
repayable within three to five 
years? Would it not be better— it 
has further been asked—to raise 
the gold price so that more sub- 
stantial contributions could be ob- 
tained from the current output of 
gold? 

These are important questions, 
and I could only wish that I had 
more time to devote to them. The 
staff of the Fund has this summer 
published a document entitled “In- 
ternational Reserves and Liquid- 
ity” in which these problems are 
fully discussed. Here I can only 
make a few brief remarks. 

Those who advocate an increase 
in the gold price generally take as 
a starting point a particular year 


in the past, say the year 1938, 
when the relation of reserves to 
world trade was exceptionally 


high, and they then contend that 
a similar relation should be re- 
stored without much delay. 

But 1938 was a year of stagnant 
trade in a disturbed world un- 
suitable, for this and other reasons, 
as a basis for any comparisons. 
If 1930 or 1928 had been selected 
instead, the present reserve posi- 
tion would appear in a much more 
favorable light. But so many other 
factors have to be taken into 
account—among them the proper 
working of the international credit 
system—that no year in the past 
can really be said to provide an 
appropriate basis for the purpose 
of comparisons in this field. 


An Adequate Gold Supply 
Another line of argument has 
been that since world trade may 
be expected to rise by something 


like 3% a year, central banks 
ought to increase their reserves 
by 3% a year also. But such a 


projection presupposes that those 
countries which already have 
large reserves should also con- 
tinue to increase them at this 
rate. We find, however, that in 
general many of these countries 
consider that they already possess 
all the reserves they need to give 
adequate support to their com- 
mercial banks, and to meet what- 


ever deficits may arise in their 
balance of payments. I am told 
that neither Switzerland nor 
Western Germany want to add 


at all to their present reserves— 
and I believe the same applies to 
Venezuela while the United 
States is still the owner of over 
one-half of the Free World’s 
stock of monetary gold. If one 
limits consideration to the 
other which have not 
such reserves, one finds 


the 
countries 
large 








that an increase at the rate of 
3% per year would, over the next 
10 years, require an addition to 
reserves of about $8 billion. On 
the other hand, we find that the 
addition to reserves from current 


gold production is likely at the 


present price of gold to be at 
least $7 billion for the next 
decade, even after allowing for 


an increase in the present large 
gold hoards. Thus gold production 
as a whole will go far towards 
meeting the additional require- 
ments of reserves, and some 
further addition may be expected 
from increased dollar and sterling 
holdings of many countries. More- 
over, the likelihood is that some 
of the countries which ought to 
add to their reserves will not in 
fact do so, and the result is 
therefore likely to be that at least 
some of the newly mined gold 
will be diverted to countries 
which already have sufficient re- 
serves. 

If the gold price were never- 
theless to be raised and the annual 
supply of newly mined gold 
becoming available for monetary 
purposes were thus to be increased 
by added value and rising output 
from $700 million to, say, $1,400 
million a year the result might 
well be that too much gold would 


be offered to the monetary 
authorities. One must not forget 
that liquidity can be excessive, 


giving rise to further inflation if 
costly and difficult countervailing 
measures are not taken. It may 
well be held that gold will retain 
its usefulness as a currency basis 
(and not lose it like silver did) 
only if it remains sufficiently 
scarce to be well sought after and 
willingly absorbed. 


The British Slender Reserves in 
Perspective 

I mentioned at the beginning of 
this discussion that in the days of 
the old gold standard before 1914, 
the British banking system was 
able to expand credit sufficiently 
on a relatively slender gold basis. 


Now that the leading countries 
have relatively ample gold and 


foreign exchange reserves—espe- 
cially after the recent improve- 
ment in the British position—it 
would seem that the credit volume 
in these countries could be ex- 
panded sufficiently to meet the 
normal needs of a dynamic world 
economy without any of them be- 
ing unduly hampered by reserve 
considerations. Although there is 
therefore little reason to worry 
ebout the overall reserve position 
of the world, safeguards must 
nevertheless be provided for ex- 
ceptional circumstances of an 
emergency nature, for assistance 
in the implementation of stabili- 
zation programs, and for some 
other purposes requirements 
which may be met by resort in 
case of need to the resources ol 
an enlarged Fund. If these safe- 
guards are provided, the basis 
should have been established for 
the pursuit of intelligent credit 
policies under which sufficient 
liquidity can be generated to keep 
pace with, and cven to stimulate, 
the growth of world trade. These 
are developments which are im- 
portant even in a much wide 
field for they form a prerequisite 
for more coniident long-term in- 
vestments, and for the pursuit ot 


all those other activities which 
help to build up a sound world 
economy. 

Before I finish I should like to 
point out that the Free World’s 
record in the ftinancial field has 
been far from unsatisfactory in 
recent years. There have been 


formidable difficulties to be mas- 
tered, of both a political and an 
economic nature, but what have 
the results been? The emergency 
after the Suez crisis was success- 
fully overcome, and so was the 
tension on the exchange markets 
which became so acute in the 
summer of 1957. There is now 
more confidence in most curren- 
cies than there was only a few 
years ago. Moreover, the recession 
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here in this country has once 
again been only of short duration. 
World trade has not generally 
been hampered by new obstacles 
in the form of increased tariffs or 
import restrictions, but showed 
considerable resilience in the face 
of a downward trend of business. 
Foreign aid has been continued, 
and efforts have been made by the 
Fund and others to extend finan- 
cial assistance to countries in tem- 
porary difficulties, not only to 
permit corrective measures to take 
effect but also to enable them to 
continue their development. All 
this has very largely reflected 
sound judgment and courageous 
action on the part of the authori- 
ties in many countries of the Free 
World. And it is, of course, in the 
interest of us all that the progress 
made should be consolidated and 
expansion resumed. I think we 
may regard the proposals to in- 
crease the resources of the Fund 
and Bank as a further sign of 
willingness and determination to 
give added strength to the econ- 
omies of the Free World. 


Floersheimer Grant for 
Chair in Psychology 


A sustaining chair in psychol- 
ogy at Yeshiva University’s Grad- 
uate School of Education has been 
established 
through an 
initial gift of 
$50,000 from 
New York 
financier 
Walter D. 
F loersheimer, 
it was an- 
nounced by 
Dr. Samuel 
Belkin, Presi- 
dent of the 
university. 

Mr. Floer- 
sheimer is 
senior partner 
in the firm of 
Sutro Brothers & Co., New York 
City. The chair will bear the name 
of David F. TFloersheimer, the 
cdonor’s father. 


Ww. D. Fleersheimer 


Coast Exchange Members 

Election of Ted D. Carlsen, gen- 
eral partner of Woolrych, Currier 
& Carlsen, to membership in Pa- 
cific Coast Stock Exchange 


through membership in the Los 
Angeles Division was announced 
by Frank E. Naley, Exchange 


Board Chairman. 

The firm of Woolrych, Currier 
& Carlsen has offices in San Diego 
and Los Angeles and the other 
partners are Edmund H. Woolrych 
and Warren Currier III. Mr. Carl- 
sen entered the securities business 
2s a reporter on the trading floor 
of the Exchange in 1937, became 
a clerk on the floor for one of the 
member firms and was a trader 
for various securities firms in Los 
Angeles prior to becoming asso- 


ciated with his present firm in 
1958. 
Lee A. Huey of L. A. Huey & 


Co., Denver, Colo., has also been 
elected to membership in the Los 
Angeles Division. L. A. Huey & 
Co., 1 Equitable Building, Denver, 
Colo. was organized in 1953 bv Lee 
A. Huey, President. Mr. Huey 
entered the securities business in 
Nebraska in 1935. He was princi- 
pal in a securities firm in Ne- 
braska prior to moving to Denver 
and organizing his own firm. L. A. 
Huey & Co. is the fifth firm head- 
quartered outside of California o1 
New York that has recently ac- 
quired membership in the Pacific 
Coast Stock Exchange. 


Two With Peters. Writer 


(Special to THe FINANCIAL CHRONICLE) 
DENVER, Colo. — Thomas B. 


Lorenz and Robert F. Maul, Jr. 
have joined the staff of Peters, 
Writer & Christensen, Inc., 724 
Seventeenth Street. 
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itself to the 


f recent 
refunding operation of the Treasury which has been a successful 


The use of short- 


for the December maturities 


appears to have resulted in a minimum of disturbance as far as 


the money market 


uncertainty and caution which 


is concerned. It is 
is so 


also evident that the 
prominent in the money 


market is creating a demand for the most liquid Government 


obligations. 


This has been helpful to the Treasury in its new 


money offerings as well as its refunding operations. 
Because the Treasury is expected to take advantage of the 


pool of short-term funds in its 


pressure on the longer-term bonds. 


money market specialists, could 


future operations, there is less 
This, in the opinion of some 
bring about better price action 


in the more distant Government obligations. 


Refunding Tailored to Money Market 


The refunding operation of the Treasury was fitted to meet 


the existing condition of the money 


market, and the fact that 


o 


the two refunding issues went well is ample evidence that the 


Government has taken the 


December 


hurdle pretty much in 


stride. The shortest maturity was tailored to meet the needs of 
the Central Banks, the largest holders of the December maturity. 

On the other hand, the two year five and one-half month 
note was not long enough to have an adverse effect on the more 
distant Government obligations, in spite of the minor market 


weakness which aevelopeu in these securities. 


The short refund- 


ing note appealed to those investors who were not so much in- 
terested in the certificate which was offered in the package deal. 


It is indicated that certain 


holders of the 


December maturities 


who went in heavy for the certificates also exchanged some of 
their holdings for the new refunding note. 


No Demand for Longer Issues 


The fact that the Treasury 


in its December operation kept 


to the near-term end of the list appears to indicate that there is 
still a lack of interest in the more distant maturities of Govern- 


ments. 


It seems logical to assume that the Treasury would have 


used a longer-term obligation in its most recent refunding if it 


was confident that such an 


issue 
by the owners of the maturing securities. 


would have been well taken 
It is well known, of 


course, that the Treasury is most anxious to extend the maturity 


of the Government debt. 


The Discount Procedure of Interest 
According to certain money market specialists, the interesting 
part of the last refunding operation was the fact that the Treasury 


was willing to offer securities at a discount. 


This seems to mean 


that the Government does not want to push the coupon rate up, 


in spite of the fiim money market. 


By offering securities at a 


discount a lower coupon rate can be used. This is a development 
which should be watched very closely and the new money and 


refunding operations that 


will have 


to be undertaken in 1959 


will tell whether this discount offering of Government securities 
is just a one-shot situation or something that will be used more 


extensively in the future. 


The introduction of the twenty-six week Tressury bills seems 
to indicate that the Government is going to use this short-term 


sector (bills), for the raising of : 


1 fair amount of its new money. 


This kind of financing is made to order for corporations and 
these buyers of Government securities are now in a position to 
make commitments from a week to twenty-six weeks depending 


upon the need for liquidity. 


The 


sale of Treasury issues to 


corporations does not increase the money supply and this is one 
way in which the inflation potential is cut down. 


“Worst Enemies of Fixed Return Securities” 


The fact that the Treasury 
new money 
should not 


have an 


raising operations to the near-term 
unfavorable 


refunding and 
morey market 


more distant 


has confined its 


influence on the 


issues, in spite of the apparent lack of interest in these securities. 
The inflation fear and the inflation psychology seem to be the 
worst enemies of fixed income bearing obligations, and there is 
not likely to be very much of an interest developed among buyers 
for these securities until there is some lessening in the sirength 
of these forces. It is quite evident that if there should be a further 
upsurge in the inflation bias, there will be higher interest rates 


and tighter credit conditions, which will 


increase on the bond market. 


Future Pianning 
Appoints A. P. Parker 


Arthur P. Parker has been ap- 
pointed National Sales Promotion 
Manager of Future Planning Cor- 
poration, 350 Fifth Avenue, New 
York City, it has been announced 


by Karl D. Pettit Jr., President. 
In his new vost, Mr. Parker’s 
duties will ineclude~the overall 


supervision, development and 


preparation of sales _ training 


methods and 


Planning 


courses, training 


manuals for Future 
salesmen. 

A veteran of the life insurance 
industry, his background includes 
sales training activities with The 
Mutual Life Insurance Compa”y 
of New York from 1927 to 1954, 


mean the pressure will 
and the United States Life In- 
surance Company from 1954 to 
date. 


With Burton, Dana 


K. Philip Dresdner is now asso- 
ciated as registered representative 
with Burton, Dana & Co., 126 
Broadway, New York Cily, mem- 
bers of the New York Stock Ex- 
change. 


Hooker & Fay Adds 
REDWOOD, CITY, Calif.—Ben- 
jamin C. Chapman, Larry K. Hat- 
lett, Stuart W. Thomson, Johe 
Inglis, Jr. and Robert K. Bourne 
have joined the staff of Hooker 

& Fay, 723 Middlefield Road. 
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As We See It 


thing approaching it, by means of higher tax collection 
would take much steam out of moves to reduce expendi- 
tures drastically. 




























































Not Unduly Optimistic 

Let no one, in any event, become unduly optimistic 
about the national fiscal outlook. The President has had 
some fairly strong statements to make since the election 
about unnecessary spending and inflation. There is no 
reason to doubt that he feels just as he says he does. The 
fact is though that he has not given the slightest indication 
of understanding what needs to be done, indeed, must be 
done, if the dangers he speaks of—and others as well— 
are to be avoided in the future. Doubtless he would gladly 
approve lopping off some of the extravagance now to be 
found in every budget statement. He might go further in 
this direction than a number of the members of his own 
party. The fact is though that nowhere, or virtually no- 
where, in the President’s Administration or in his party is 
there readiness to drop or even to make sharp reductions 
in the activities and the functions undertaken by the Fed- 
eral Government, and drastic measures of just this sort 
are absolutely required if a position of financial soundness 
is to be reached in national affairs. 

It is not only lack of efficiency in cperations, but 
utter recklessness in undertaking functions, that is the 
heart of the current fiscal difficulties, and has been since 
the day when Franklin Roosevelt launched his program of 
spending our way out of the depression of the early and 
middle ’Thirties. In point of fact the disease of loose fiscal 
programs had reached a stage of rather advanced incipi- 
ency before President Roosevelt stepped into the White 
House, but it was the author and finisher of the New Deal 
who made a virtue of extravagance and financial irrespon- 
sibility—and, worse yet, set the pattern of popular think- 
ing on the subject. That disease is with us today, and there 
is as yet no indication that it is likely to be thrown off. 
President Eisenhower certainly can be described as no 
more than an advocate of somewhat greater moderation 
in the virility of the ailment. 


The Record 


Let us turn to the record. In fiscal 1958, more than a 
dozen years after the end of World War II, and a half 
decade after President Eisenhower succeeded in bringing 
active hostilities in Korea to a close, expenditures for 
veterans’ services arid benefits totaled around $5 billion, 
an amount larger than for a number of years past, and 
certainly one twice as large as prudence and fairness 
would suggest. Mere tinkering with this sum to bring it 
down a billion or so is not the remedy we must have. In 
1941 with all the scandalous bonuses and the like follow- 
ing World War I, the figure was only about a half billion. 
No one, of course, wovld want to dishonor or neglect 
veterans with service-connected disabilities, but this stub- 
born program of doing all sorts of favors for them which 
they could do for themselves simply is not in accord with 
prudent management of our affairs and is not fair to the 
rest of us who must meet the bills. 

“Labor and Welfare,” a heading which includes a 
multitude of sins, took not far from three and a half bil- 
lion out of the pockets of the taxpayers during the fiscal 
year ended June 30, 1958. This is a greater amount than 
has been reported for several years—and it has long been 
much too large. “Agriculture and Agricultural Resources” 
took well over four and a half billion during the 1958 
fiscal year. This, of course, was years after the President 
began to talk about greater sanity and commonsense in 
dealing with the farmers of the nation. Then there are the 
categories such as “Natural Resources,” “Commerce and 
Housing” which are catch-alls for a number of programs 
with which we could well do without. Are these amounts 
to be merely “trimmed” to reach a middle of the road 
sort of status? It would certainly be surprising if a great 
deal more than this is to be expected for the time being at 
any rate. 


_ The rank and file should consider what it would be 
like should such abnormal functions be eliminated from 
the programs of the Federal Government, thus making it 
possible to reduce income taxes to something approaching 
reason—to cite only one major advantage. Few realize 
probably what these excessively high and progressive in- 
come rates are doing to the incentives of the younger men 
at the start of their careers, many of them possessed of 
ambition, energy and capabilities akin to those of earlier 
generations who built the railroads, and the huge manu- 
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facturing and other enterprises that have become com- 
monplace with us in this day and generation and which 
are the envy of all the peoples of the world. It is not only 
a matter of the funds that have to be paid out each year 


to the tax collector but the 


millions of manhours which 


must be devoted each year to record keeping and the 
preparation of forms to indicate what taxes must be paid, 
and to satisfy the tax collector that the accounts are being 
handled correctly and honestly. 

If only there were some indication that real progress 
was in store for us in these matters! 


Continued from page 9 


Growth of Employee Benefits 
And the Trend of Inflation 


frilled-up package. Some _ think 
we have now reached the dinosaur 
age of automobiles and that in the 
future their size will tend to 
decrease. While The Bureau of 
Labor Statistics attempts to allow 
for changes in the quality of dif- 


ferent products in determining 
purely price changes, it cannot 
do so completely. Accordingly, 


any tendency for the automobile 
package to stop growing will to 
some extent be reflected in prices. 


A third large area in which 
price increases at the consumer 
level have been noticeable and 


persistent is that involving serv- 


ices of various types. In this I 
would include rent as well as 
such items as doctors’ fees, dry 


cleaning and the like. Since 1947 
the cost of medical care. has risen 
by 53% and residential rents by 
47%; both substantially greater 
than the 30% rise in the Consumer 
Price Index in total. However, 
these items tend to move slowly 
and to a considerable extent the 
persistent rise in these items in 
recent years reflects a continuing 
adjustment to the general change 
in price levels since prewar. For 
example, the overall Consumer 
Price Index is slightly more than 
double the level of 1939. Medical 
care shows a slightly smaller in- 


crease, being just about double 
the 1939 level, and residential 


rents are only 60% higher than in 
1939. Thus, the catching up 
process for some items may have 
some distance to go yet, but 
recent changes suggest that a con- 
siderable part of the adjustment 
has been made and that the rate 
of rise in the prices of most serv- 
ices from now on may be some- 
what slower. 

Thus, for items which over the 
past two or three years have con- 
tributed importantly to the rise in 
the general price level, the out- 
look for the next year or two is 
for declines in some basic areas, 
such as food, and for at least 
a moderating of the rise in others, 
such as rent, medical care, utilities 
and other services. Thus we face 
what promises to be something of 
a breather in the upward course 
of the general price level. 


Longer Run Influences 


From the longer term point of 


view, there has been a gradual 
but perceptible shift in attitudes 
toward the _ inflation problem. 


Many of us can recall that at the 
end of World War II there was a 
great concern that the United 
States would lapse into serious 
depression such as we experienced 
in the 1930s. Ours was still looked 


upon as a mature economy and 
there was great question about 


whether there would be sufficient 
outlet for new investment to ab- 
sorb the saving that would be 
made at a high level of income 
and employment. This concern 
with depression, growing out of 
the experience of the 1930s, was 
reflected in the language of the 
Employment Act of 1946 and in 
the general unwillingness of pub- 


lic officials to take any action 
which would run any risks of 
precipitating unemployment and 


plunging our supposedly delicate 


economic machine into the abyss 
of depression. 

Contrast this with the situation 
today. Neither the general public 
nor public officials consider it a 
matter of vital significance that 
unemployment in August totaled 
some 4,699,000. or 7.6% of the 
labor force on a_ seasonally .ad- 
justed basis, the highest ratio of 
unemployed for any month since 
the recession started. Rather, the 
public is vitally concerned about 
inflation, and public agencies with 
means to restrain our’ robust 
private economy in order to com- 
bat inflation. 

The shift 
haps most 
Federal 


in emphasis is per- 
clearly illustrated. in 
Reserve policy. Imme- 
diately after World War H the 
Federal Reserve was concerning 
itself primarily with . stabilizing 
the prices of United States Gov- 
ernment Bonds rather than the 
prices of commodities. Any time 
anyone needed money, all he had 
to do was sell a United States 
Government Bond. If there were 
no other buyers for the bond the 
Federal Reserve system’ stood 
ready to supply the necessary 
credit. This, of course, was a very 
inflationary action, and it was not 


until 1951 that the Federal Re- 
serve abandoned this pohecy in 
favor of allowing market —pres- 


sures to affect interest rates. Then, 
in the 1953-54 recession, the Fed- 
eral Reserve was quick to act to 
ease the money market, actually 


beginning in the spring‘of 1953, 
before the recession had_ really 
gotten under way. At the .sam¢ 


time it was slow to act in revers- 
ing its early money policy 
recovery from the 1954 recession 
began. The discount rate was not 
increased until April, 1955. | 
On the other hand, in the most 
recent recession, the Federal Re- 
serve raised the discount rate in 
August 1957, actually = slightly 
past the peak of the boom, and 
held it there until mid-November, 
by which time it was clear to 
almost everyone that a business 
recession was under way. -Con- 
versely, on the upswing, it was 
quick to act when it was con- 
vinced that business recovery was 
under way, raising the discount 
rate beginning in mid-August of 
this year, only four months after 
the low point of the recession. 


as 


Our Willingness to Stop 
Inflation 

This willingness to hold the 
monetary reins tightly while the 
business recession was beginning 
in 1957, and then to tighten up 
quickly again this past..summer 
even though unemployment was 
at the highest level witnessed in 
the postwar period, reflects the 
great concern of public officials 
and the public generally with in- 
flation and indicates a willing- 
ness to run risks of deflation that 
would have been unthinkable ten 
years ago. I do not cite this in 
any critical way whatever — I 
approve of it. But it is an indi- 
cation that we are taking bold 
steps in the area of public policy 


to hold down inflationary forces. 


Not only is there a difference 
in attitudes toward @he inflation- 
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depression question which is re- 
flected in public policies, but the 
basic situation is itself less infla- 
tsonary than it was some years 
ago. For example, at the close of 
World War II there were substan- 
tial shortages of many raw mate- 
rials, of consumer durable goods 
and of business capital equip- 
ment. One by one these shortages 
have been eliminated and today 
it is difficult to see any area in 
which there is a serious shortage 
ol the character we had 10 years 
ago. 

Similarly, in the financial area 
we find a significant decrease in 
the liquidity of the economy. As 


one indicator of this. the money 
supply (defined as demand de- 
posits plus currency im circuia- 
tion) dropped from approximately 
45% of the Gross Natienal Prod- 
uct in 1947 to arou 30% at 
present. I won’t belabor the point, 


but a similar story could be told 


for consumer credit, even more 
for mortgage credit and for the 
working capital position of busi- 


ness generally. 

Thus, we see a greater willing- 
ness on the part of the public to 
accept measures designed to pre- 
vent inflation: we have an an- 
nounced intention on the part of 
public officials—particularly those 
in the Federal Reserve System- 
to do all in their power to pre- 
vent inflation; and the basic sit- 
uation with respect ot physical 
shortages and financial liquidity 
is such that their measures should 
be effective. 


The Wage-Price spiral 
Pace-Setting Industries 

There remains only one area 
that offers the possibility of being 
a persistent source of inflationary 
pressures—the wage-price settle- 
ments in the pace-setting indus- 
tries which throughout the post- 
war period have been instru- 
mental in (starting individual 
rounds of the over-al! postwar in- 
flation. 

However, in this area, too, the 
public is becoming more informed 
on the nature of the wage-price 
spiral and its relation to the in- 
flation process. Numerous private 
agencies have contributed to this 


vrowing understanding and I be- 
lieve the activities of the Com- 
mittee for Economic Develop- 
ment have been especially 
noteworthy in this respect. Gov- 
ernment itself has contributed, 
particularly in the reports of the 


Council of Economir Advisers 
and the studies and hearings by 
the Joint Economic Committee. 


of the growing 
, the pres- 
-ession it- 


Whether because 
weight of public opinio 
sures of the business re 


self which was especially 
marked in the auto iustry—or 
for some other reason, it is a 
fact that the recently-signed 


three-year agreement between 
the United Automobile Workers 
and the Ford Motor Company 
marks the first major settlement 
in 


in a pattern-setting dustry 
which the increase in wage costs 
does not, on the face of it, go be- 


yond the amounts that could nor- 
mally be provided through growth 
in productivity. The basic settle- 
ment provides for a 242c annual 
increase in hourly wages over the 
next three years, Skilled techni- 
cians receive a larger increase, 
but this is offset by the fact that 
company contributions to the sup- 
plemental unemployment benefit 
fund are scheduled to continue at 
the same rates as previously. 
Thus, direct wage costs apparently 
will not rise appreciably because 
of the increase in benefits to be 
paid. While. we do not know for 
certain te what extent the Ford 
settlement will set a pattern for 
other industries, I do feel that it 
is e& very constructive develop- 
ment which holds out the pos- 
sibility that the wage-price cost- 
push inflation spiral may be 
checked. 

Prespects for Stable Prices Best 
In 20 Years 

all. a combination 
to be shaping 


of 


up 


All 


factors 


in 
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which makes it reasonable _ to 
couciude that the prospect of 
hoiding inflation, or of slowing it 
to a very gradual creep, is 
brighter today than at any time in 
the past 20 vears. 

aihere is, of course, one major 
thieat in the international politi- 
ca. arena which could upset the 
havpy prospect of a stable price 


level. I refer to the cold war be- 
tween the East and the West. 
Which could break out in a hot 
War at any time. However, I ac- 


cept the judgment of the experts 
that neither side will knowingly 
precipitate a major holocaust in 
which we would all perish, and 
the general public seems to op- 
erave on this assumption. Also, 
the public is getting used to hav- 
ing small skirmishes at the fringes 
where East and West meet and 
does not become unduly upset by 
them. Such an attitude also can 
play an important part in promot- 
ing a stable price level. 

While the prospects for con- 
trolling inflation seem encourag- 
ing, it would be a rash person 
who would predict that the Con- 
sumer Price Index would never 
exceed the peak reached in July 
of this year. My honest belief is 
that the price level will have 
some upward drift to it over time, 


but it would be my guess now 
that the upward drift will be 
something less than 1% per an- 
num. Even so. when we consider 
the future of employee benefits. 


particularly pension or other re- 
tirement benefits, we must give 
heed to the gradual increase in 
the level of living of the country 
as time goes by. In the past, per 
capita income has grown at the 
rate of approximately 2% to 212% 
per annum on the average. This 
factor seems likely to be a mere 
important influence on _ future 
benefits than inflation. 

For example, the level of dis- 
posable income is running today 
at approximately $6,000 per family 


on the average. If past growth 
rates for the economy continue 


into the future, and we have every 
reason to expect that they will, 
then per family income levels will 
rise to about $7,500 in 10 years, 
to something over $10,000 in 25 
years and to about $15,000 by the 


year 2000. The year 2000 may 
seem a long distance away: and 
yet, the retirement benefits {foi 
which we sare making provision 
teday wil! be being paid out at 
that time. Thus, if we considei 
that a pension of $400 a month ts 
adequate today in relation to 
teday’s income level, we should 
recognize that 40 vears from now, 
when some of our people now 
employed will be drawing retire- 
ment benefit they will need a 
benefit of out $1,000 a month 


to do the same job in relation to 
income standards then as $400 a 
month does today. 


Inadequate Amount Set Aside 

The moral of this is clear. Not 
only will benefit levels continue 
to rise, but amounts being set 
aside to provide them today will 
probably prove inadequate. And 
all this is without giving any 
effect whatever to inflation. | 
might note in this connection that 
a modest rise in the price level of 


less than |! per annum will not 
make any material in these num- 
bers. A rise of 12% per annum, 


for example, adds only 20% at the 
end of 40 But as the rise 
mounts over 1% per annum, the 
level of needed benefits multiplies 
rapidly. For example, a rise of 
only 2% per annum would double 
the amount of benefits required to 
provide the same relative standard 
of living for a retired employee as 
if there were no rise in the price 
level—an« rise of 3% per an- 
num in prices would require triple 
the amount. Such is the power of 


years. 


compound interest. 
Summary 
At this point, let us now sum- 
marize a few of the possible 


implications of these trends. In 
the first place. we have moted the 





tendency for employee benefits to 
increase more rapidly than the 
level of income. This is a long- 
term trend, which may have been 
accelerated by the development of 
unions and the greater willingness 
under war-time wage controls to 
permit fringe benefits where an 
equivalent amount in direct wage 
payments might have been con- 
sidered more inflationary; but it 
has been a persistent trend that 
appears destined to continue. As 
income rises.in the future, fringe 
benefits seem likely to continue 
to increase in attractiveness com- 
cared with the direct receipt of 
an equivalent amount of monev. 
This is a part of the general up- 
grading of living standards. 

It also seems clear that benefit 
amounts will continve to increase 
and that benefits wi:l spread into 
additional areas. Besides retire- 
ment, accident, hospitalization and 
sickness benefits, I can visualize 
that the general field of education, 
particularly at the college level, 
is one that is ripe for develop- 
ment. I am told that a _ higher 
proportion of those of college age 
is now attending college than was 
true of those attending high school 
immediately after World War I. 


Urges Expansion of Fringe 
’ Benefits 
In closing, I would urge firms 
to bend every effort to explore 
the areas in which they might 
expand their present fringe bene- 
fits—both in amount and extent 
of coverage, and in areas that are 
not now covered. For surely these 
developments. will come. If they 
are not done-by private enterprise, 
you may rest assured that they 
will be done by government. I do 
not mean to imply that additions 


and improvements in programs 
should be put into effect imme- 
ciately, but only gradually over 


a period of time as our rising 
standard of living makes them 


appropriate. Alertness in seeking 
out areas where the company can 
expand its activities in this field 
will be a great service to the 
company, and to the people in your 
company. As Mr, Cordiner said: 
“The manager who merely tries 
to keep his plans and policies up 
to date is already out of date. He 
must keep them up-to-the-future, 
where the objectives of the busi- 
ness will be achieved.” 


Alex. Brown & Sons 
To Admit Four 


BALTIMORE, Md. Alex. 
Brown & Sons, 135 East Baltimore 
Street, have announced that, sub- 
ject to approval by the New York 
Stock Exchange, four new mem- 
bers will be admitted to the firm 
on Jan. 1, 1959. 

The new partners are W. James 
Price IV, S. Bonsal White, Jr. anc 
R. Gerard Willse, Jr. in the 
Baltimore office and James E. 
Holmes, Jr. in Winston-Salem, 


| a tt 
Mr. Price joined the firm in 
1952. Mr. White joined Alex. 


Brown & Sons in November, 1948. 

Mr. Willse joined Alex. Brown 
& Sons in 1945, and since 1949 
has been associated with the 
municipal bond department. Mr. 
Holmes joined Alex. Brown & 
Sons in 1948. 


Reynolds Correspondent 


Reynolds & Co., 120 Broadway, 
New York City, members of the 
New York Stock Exchange, an- 
nounce that Rouse, Brewer, Becke 
& Bryan, 734 Fifteenth Street, 


N.W., Washington, D. C., also 
members of the New York Stock 
Exchange, Yecame their corre- 


spondent effective Nov. 14. 


John A. Kemper Adds 


(Spec CurRo? 
LIMA, Ohio—Myron H. Evers- 
man has become affiliated with 
John A. Kemper & Co., 121 West 
High Street, members of the Mid- 
west Stock Exchange. 
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With Hornblower & Weeks 


dercook 


Snyder is 
Reynolds & Co., 39 South La Salle 
Street. 

Lamson 
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Public Utility Securities 


= By OWEN ELY 


Baltimore Gas & Electric Company 


Baltimore Gas & Electric provides utility services in Baltimore 
and adjacent areas. Electricity accounts for 70% of revenues, gas 
29% and steam 1%. Residential sales provide about 34% of elec- 
tric revenues, industrial 34%, commercial 31% and other 1%. 

The company controls Safe Harbor Water Power, a hydro 
company on the Susquehanna River with 400,000 kw. capacity. 
Baltimore G. & E. has five steam plants with a capacity of 955,500 
kw.; in 1957 it generated 79% of electric output and purchased 
21°., mainly from Safe Harbor. About $1 million was saved this 
year due to extensive interconnections. Natural gas is obtained 
from the Columbia Gas System, daily demand being 145 million cf. 

‘Lhe cow pany s Suare carnings remained irreguiar auring 1946- 
1954 but increased moderately from $1.89 in 1954 to $2.33 in 1957. 
However, the return on net plant account has averaged below 6% 
for some years—as compared with 8% in 1946—and the company 
decided that it would be necessary to seek rate relief. Accord- 
ingly, last January the Public Service Commission of Maryland 
was asked for an increase of nearly $10 million, and it granted 
about 95% of this amount, equivalent to approximately 63c a share. 
The company had asked for 615% re: rn but received 61%. How- 
ever, the rate base was estimated as of Dec. 31, 1958—an unusually 
favorable method. 

However, the Commission did not give very much recognition 
to the state’s “fair value” law and fixed a rate base only about 
3!2% above book cost. It also refused to grant any additional rate 
increase at the present time to cover storm costs; the storm of last 
March cost the company $2.5 million in operating expenses which 
is being amortized over a five-year period. 

The Commission’s decision was rendered promptly and elec- 
tric rates became effective Aug. 1. In its decision the Commission 
made the following statement, indicating that it is taking a prac- 
tical view of regulation: “In the determination of rate of return 
we must also eonsider the attractiveness of the company’s securi- 
ties in the money markets, where company must compete against 
all other utilities to obtain the vast quantities of capital required 
to meet the demands and needs of its customers.” The election of 
a democratic governor in Maryland is not expected to affect the 
regulatory situation adversely. 

The company expects that business will continue to expand. 
Maryland ranks seventh in rate of population growth among the 
48 states. Residential construction, after slowing down for about 
a year, has recently picked up again; the number of new homes 
completed. in the company’s area in September was almost equal 
to those built in that month during the peak years 1955 and 1956. 
New office buildifgs include the very large national headquarters 
of the Social Security Administration. Kennecott Refining Corp. 
is building a large plant, to be completed in 1959. The city of Bal- 
timore is planning to rebuild some downtown areas, and substan- 
tial loans have been voted to finance these projects. As a result of 
this activity new industrial and commercial business contracted 
for in 1958 will exceed 1957. Residential sales this year are running 
about 7!+% over last year despite the fact that summer air-con- 
ditioning sales were low. 

During the five-year period 1959-63 the company expects to 
spend about $270 million; this year’s expenditure will approximate 
$1 million and next year’s some $46 million. About one-third of 
cash requirements are generated internally so that about $180 mil- 
lion in new securities may have to be raised during the five-ycar 
period, an average of $36 million a year. 

Earlier this year the company sold $30 million bonds. Capit-1 
structure is now about 50% debt, 7% preferred stock and 43% 
common stock equity. The company has had in mind issuing some 
preferred stock, but market conditions are not favorable. It does 
not expect to do any equity financing in 1959. 

President Theodore Wolfe has estimated share earnings for 
calendar year 1958 at about $2.38, which includes 29c from the rate 
increase. Last year the company earned $2.39 which, however, 
included about 18c for nonrecurring dividend income. Excluding 
the special items in both years, calendar 1958 would show a de- 
crease of 12c compared with last year. President Wolfe expects 
both kwh. sales and gas sales to show a gain of about 10% next 
vear. so that revenues should also gain 10% or more; with over 
half of the rate increase effective in 1959, share earnings should 
improve although no estimate has been released by the company. 

Regarding the company’s method of reporting earnings, it does 
not use either the customary credit for interest on construction nor 
does it avail itself of accelerated depreciation. The Commission 
allows them to include work in progress in the rate base, hence 
they would not be allowed to capitalize interest credits. Regarding 
accelerated depreciation, President Wolfe remarked that “the water 
is muddy,” since some states are now requiring use of the flow 
through method to give the benefit of tax savings to the consumer. 

The stock has been selling recently around 42 and paying $1.80 
to vield 4.3%. It sells at 17.7 times estimated 1958 earnings. 


Joins Fusz-Schmelzle 
®@pecial to TUE FINANCIAL CHRONICLE) (Specia! 


CHICAGO, Ill.—Keith D. Van- 
has become affiliated 


to THE FIN/NCIAL CURONICLE) 


with Hornblower & Weeks, 134 Fusz-Schmelzle & Co., Inc., Boat- 
South La Salle Street. Mr. Van- men’s Bank Building, members of 
dercook formerly was with De the New York and Midwest Stock 
Young-Tornga & Co. in Grand Exchanges. 


Rapids. 


Joine Revaolde Salt Burdette Co. Formed 


(Special to THE PINANCIAL CHRONICLE) 
CHICAGO, Ill.—Clarence J. 
now connected with : 
engage in 
Wayne R. 
of the firm. 


He was formerly with 


3ros. & Co. 


ST. LOUIS, Mo.—Hugh T. Mc- 
Collum has become affiliated with 


LOS ANGELES, Cal.—Burdette 
& Co. has been formed with offi- 
ces at 8230 Beverly Boulevard to 
a securities business. 
Benzing is a principal 
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Blyth-First Boston 
Group Underwrite 
Tucson Gas Offering 


The Tucson Gas, Electric Light 
& Power Co. is offering to the 
holders of its common stock of 
record on Nov. 25, 1958 rights to 
subscribe for 110,000 additional 
shares at $5 par value common 
stock. For each 10 shares held, 
stockholders can subscribe for one 
new share at a price of $49 a 
share. Rights will expire at 3:30 
p.m. (EST) on Dec. 15, 1958. 

An underwriting group headed 
jointly by Blyth & Co., Inc. and 
The First Boston Corp. will un- 
derwrite the offering to stock- 
holders. 

Dividends have been paid in 
each quarter since the common 
stock was sold to the public in 
June 1946; in the calendar year 
1958 dividends on the common 
stock will amount to $1.43 per 
share; $1.40 was paid in 1957, $1.20 
in 1956. A quarterly dividend of 
38 cents per share payable Dec. 
19, 1958 will not be paid on the 
110,000 new shares or on 11,000 
shares being offered directly to 
full-time company employees un- 
der an instalment purchase plan. 

Net proceeds of this financing 
will be applied to costs of the 
company’s construction program 
which calls for expenditures of 
about $29,300,000 in the three 
years 1958-60. 

Tucson Gas, Electric Light and 
Power is an operating public util- 
ity supplying electricity and natu- 
ral gas service in the city of Tuc- 
sgn, Ariz, and in the surrounding 
area. The electric service area 
has a population of about 219,000, 
the gas service area, about 197,000. 

About 67% of the company’s 
gross revenues come from electric 
operations, the remainder from 
gas. In the 12 months ended Sept. 
30, 1958 total. operating revenues 
were $17,311,000 and net income 
applicable to common stock was 
$2,670,000, or $2.43 per share. In 
the calendar year 1957 revenues 
were $15,576,000 and net income 
after preferred dividends was $2,- 
319,000, equal to $2.26 a share. 


New R. J. Buck Branch 


MIAMI, Fla.—Rickard J. Buck 
& Co. has opened a branch office 
at 1041 Kane Cojiicourse, under the 
management of Herbert Potash 
anc James H. Webb. 


Joins Reynolds Staff 


(Special to Tur Fins nctat CHRONICLE) 
MINNEAPOLIS, Minn. — John 
B. Benson has become associated 
with Reynolds & Co., 629 Second 
Avenue, South. He was formerly 
with Piper, Jaffray & Hopwood. 


Marvin Yerke Adds 


(Special to THe FINANCIAL CHRONICLE) 
COLUMBUS, Ohio — Gail E. 
Deenis has been added to the staff 
of Marvin C. Yerke and Associates, 
Inc., 40 West Broad Street. 
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Continued from page 14 


The United States and 
The Problem of Gold 


ecurities market (despite the pur- 
«hase by the commercial banks of 
0 billion of such securities since 
id-1957). an unmistakable sign 
f loss of confidence in the dollai 
he rise in the stock market is 
nother symptom of lack of con- 
rence which worries our mone- 
iy managers. 
(2) Within the last year the 
nited States has lost $2 billion in 
iid. which has forced the Fed- 
ral Reserve Banks to purchase 
n equivalent amount of Govern- 
eent securities. 
(3) Foreign 
ave now reached a 
lion. 
(4) Foreigners now own about 
% billion in American stocks and 
onds, the greater part of which 
mn be liquidated against dollars. 
As our gold reserves are ap- 
y-oximately $20.8 billion, it can 
ne calculated that there are about 


demand 
total 


deposits 
of $15 


§ billion of free gold to cover 
.tatutory national gold require- 


nents which amount to $12 billion, 
without taking into account the 
!9 billion in stocks and bonds 
vhose possible liquidation repre- 
scnt the greatest danger, from the 
:*andpoint which interests us. 

If we assume an increase in the 
ational income of 3 to 4% per 
‘ear, the means of payment will 

"ve to increase sufficiently if 

‘atively stable prices are to be 
maintained or if a tendency to< 
wards lower prices is to be avoided. 

If the United States is unable to 
increase its gold holdings (our 
vages and the prices of our fin- 
ished products are still rising) and 
even more if it continues to lose 
rome of its gold, it will be neces- 
sary in order to expand further 
cur money supply to increase the 
emount of government bonds held 
joy the banks. If we consider that 
eur people are beginning to dis- 
trust the dollar and that they in- 
‘ist on a halt in the rise of the 
cost of living such a policy will 
ot be an easy matter. 

It is true that in the arsenal of 
American monetary management 
there are weapons with which to 
arry partly the dilemma I have 
just explained. For example: A 


hiw could reduce the statutory 
gold coverage of the Federal 


Banks’ commitments. Also, by a 
simple decision of the Federal 
-anks, the percentage of the re- 
Serves that the commercial banks 
»re obliged to keep in the Federai 
I3anks, can be reduced. The use 
«f these technical tricks or ma- 

nulations—call them what you 
vrill—can at best delay the inevi- 
table in the hope of better days. 

ut if the price of gold is not 
changed, and unless there is a ca- 
tastrophe in Europe, the chances 
seem poor for the United States 
tg acquire gold in order to widen 
sufficiently the gold basis of its 
monetary system. Thus, it is dif- 
ficult to see how it is possible 
ever a period of time to: 

(a) Sustain the increase of the 
national income. 

(b) Cover in gold up to 25% 
the currency and the deposits of 
the Federal Banks. 

(c) Maintain the present price 
of gold in dollars. The full em- 
ployment policy and the excessive 
power of labor unions make even 
more difficult such an accomplish- 
ment. 

Those considerations 
many to believe that it will be- 
come more and more difficult to 
s<cure the approval of the Ameri- 
can Congress for foreign hand- 
cuts. This tendency seems to me 
all the more likely since the 
‘lectorate is complaining bitterly 
of the expenses of government 
and of the crushing weight of 
‘axes. I am willingly leaving out 
the matter of loans and aid that 


aiso lead 


the underdeveloped countrics are 
clamoring for while threatening 
us to turn toward the Russians 


Deplores Inaction 


In view of such clear and dis- 
quieting facts, tnere is good cause 
to ask for the reasons of my 


country’s stay-put attitude. Here 
are the principal ones: 

(1) First of all, there is the in- 
ertia and the iack of foresight of 
our governments. They wait for 
the events to give us proof of tne 
necessity of acting, in the same 
manner, by the way, as the Mone- 
tary Fund expresses itself in its 
report on intcrnational liquiuity. 

(2) The necessary conditions 
for the stoppage of inflation are 
exactly the same as those for the 
return of the gold standard. 

yet it is ae fact that 
individuals in charge of the ad- 
ministration of our fiscal and 
monetary affairs are almost unan- 


the 


imouslty in favor of a managed 
currency, although there is no 
examptie in the world to contra- 


dict the conviction that the con- 
sequences of a managed currency 
are always disastrous in the ena. 

Moreover, one should not for- 
get the lack of resistance to 
spending of parliaments and gov- 
ernments when forced by the de- 
mand of a welfare state, as well 
as by the mystic of the full em- 
ployinent policy and the extraor- 
dinary power of the labor’ unions 
in the United States. 

(5) The most frequently used 
argument against the chanve of 
the price of gold is that it would 


feed inflation. This argument 
seems valid to me if we assume 


that we are unwilling to put an 
end to inflation and in particular 
to the monetizing of debt to fi- 
nance government deficits. 

It is constantly reiterated that 
neither the government nor the 
people will have the fortitude and 
the will to end the monetary 
muddle, and that the masses learn 
and act only after they have suf- 
fered. Reason and good sense re- 
volt against such assertions, but 
they seem powerless against the 
forces of evil. Apparently, in the 
democratic countries with uni- 
versal suffrage, the masses have 
the right to kill their liberties 
with their own hands. In my 
opinion, this state of affairs comes 
into being mainly because the 
politicians, the leaders of industry 
and the educators fail in their 
duty and lack in courage. 

(4) Most persons will not make 
the distinction, valid as it is, be- 
tween the devaluation of a cur- 
reney and the re-adjustment of 
the gold value of all currencies 
whose aim is to re-establish a 
normal relationship (upset by the 
inflation caused by a major war) 
between production of gold and 
that of commodities. 

Even today many responsible 
individuals insist that the deval- 
uation of the dollar carried out in 
1933 was not only useless, but 
pernicious. At the time, the mon- 


etary adviser of the American 
government was Professor War- 
ren, author with Professor Pier- 


son of a book on gold and prices. 
Warren and Pierson have erected 
a theory —as inaccurate as it is 
discredited—according to which a 
country can reach any price level 
that it desires by changing the 
gold weight of its currency. Pre- 
sented thus, the theory does not 
do them justice, but the responsi- 
bility for the misunderstanding is 
largelv theirs, Whatever may be 
about their theory, the fact is that 
because of its being discredited, 
other valid theories concerning 


the influence upon prices due to 
the relationship between the pro- 
duction of gold and that of com- 
modities, have also been discred- 





ited. Yet, Warren and Pierson did 
call attention to the fact tnat the 
correlation between prices, annual 
goid production and tnat of com- 
iules, Was not longer as close 
as vefore 1914. However, they did 
not, lo my knowledge, adopt the 
above-mentioned expianauon ac- 
cording to which our American 
policy, since 1914, caused the buy- 
ing power of gold to conform it- 
self to that of the dollar. 


Price of Gold and the USSR 

(5) According to the experts, 
Russias annual gold production 
is somewhere between $200 and 
$300 million and their stock of 
gold is estimated at $3, $4 or even 
$5 billion. These estimates are 
used to argue that an increase in 


ie 


the price of gold would benefit 
the Russians. 
First of all, if Russian gold 


holdings are so high, why did the 
Soviets recently ask the Ameri- 


cans for credits to purchase 
American merchandise which 
they, the Russians, apparently) 
need? 

The Soviet magazine “Interna- 


tional Affairs,” recently published 
an article by First Deputy Presi- 
dent Anastas I. Mikoyan, asserting 
that the present artificially low 
price level of gold has been im- 
posed by the United States in 
disregard of the interests of the 
countries that have gold to sell. 
It is conceivable that the Rus- 
sians are simply trying to please 
the gold producers of South 
Africa. However, Mikoyan’s dec- 
laration deserves closer study, 
for the Russians are perfectly 
aware that one of the principal 
arguments advanced against the 
increase in the price of gold, 
recommended by most of the Brit- 


ish monetary experts (Lionel 
Robbins, Sir Dennis Robertson, 
Roy Harrod, Dr. William Buss- 


chav, etc.) is that such an increase 
could benefit the Russians. 

I submit that it is an open ques- 
tion whether the Russians can 
break the international currency 
system by maintaining the pres- 
ent price of gold or by raising it. 
There are many more cogent rea- 
sons to believe that the maintain- 
ing of the present price of gold 
is the vreat danger to the free 
society. To a totalitarian country 
like Russia gold is only a com- 
modity which the entire world is 
willing to buy. To the free society, 
split into so many sovereign coun- 
tries, gold is an _ indispensable 
means for political cohesian and 
for the integration of their eco- 
nomic and monetary systems to 
permit unhampered multilateral 
non-discriminatory international 
trade. / 

The greatest harm the Russians 
could inflict on the free society is 
to buy its gold. It is easy to show 
that a loss of gold by the free 
world is deflationary and would 
play havoc with international 
liquidity and would therefore 
hamper international trade. The 
question may, however, be asked 
whether the Russians have the 
wherewithal to purchase gold in 
the free world. It appears that 
during the period of massive con- 
ventional re-armament the Rus- 
sians have built a great capacity 
for producing raw materials and 
some semi-finished products. Such 
commodities could be sold to the 
rest of the world against gold. Be- 
sides, should the Russians’ fight 
to penetrate or conquer Southeast 
Asia succeed, they would become 
masters of important sources ot 
raw materials badly needed by 
the free world. Our monetary 
policy has had the effect of re- 
ducing the purchasing power of 
gold to that of the dollar, and 
therefore at the present price the 
Russians could acquire a much 
larger quantity of gold by selling 
raw commodities than it would be 
possible if the price of gold were 
not arbitrarily maintained by us 
at a low purchasing power. 

In summary, the real danger to 
the free world is that the Russians 
may buy our gold and not that 
they may sell us theirs. Gold ren- 
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ders such an irreplaceable and 
valuable service to tne free worid 
as a basis Of its Currency sysiem 
that the advantages the Russians 
may get from a nigher goid price 
are minor compared witn the nen- 
efits the free worid would aeri:ive 
therefrom. 

(6) Those who examine the 
problem of the price or gona from 
the viewpoint of international 
liquidity assert that the countries 
which are the most in need of it 
are the least able to profit by it, 


since their gold reserves are 
scanty. This assertion seems to 
me tc ignore the fact that the 


problem of the price of gold con- 
cerns the free international com- 
munity whole and fails to 
recognize the mechanism by 
which countries acquire their 
gold, 

(7) Lastly, the official position 
of the American Government is to 
affirm that the fixity of the ratio 
between the dollar and gold is a 
great factor of stability and that 
consequently one must not tamper 
with it no matter how valid may 
be other arguments in favor of a 
change in the gold value of the 
dollar. This is simply an argu- 
ment “pro domo.” 

However, one must take into 
account American legislative 
problems. Normally, a law would 
have to be passed to change the 
price of gold and this would en- 
tail meetings of the specific com- 
mittees, who would give their 
opinions only after prolonged 
hearings. Such a way of proceed- 
ing is, however, unthinkable be- 
cause it would, beyond the shadow 
of a doubt, start off a sequence of 
unbridled speculation. 


as a 


If a little foresight had been 
used, a law would have beén 
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passed, at the time that the Mon- 
etary Funa was created, giving 
the rresicent the power to cnange 
the price of gold. But our laws 
being what they are, the o.ily way 
in wnich the price of guid could 
be changed in an oraerly fashion 
would be to put an embargo on 
gold. It seems that this snould 
be possible because no goid can 
be exported from the United 
States without a ticense from tne 
government. At any rate, it would 
be a politically difficult and deli- 
cate operation, save if it were the 
aftermath of a dramatic event 
such as was the case in 1933 
and no one would wish for a repe- 
tition of such a catastrophe. 

I would like to end my paper 
with a few remarks. 

rhe responsibility of the United 
States in the present world mon- 
etary situation is the greater as 
the free world, either inadvert- 
ently or deliberately has been put 
on a dollar-standard. Our indi- 
vidualistic society, however, seems 
to live under the sign of irre- 
sponsibility as far as the general 
interest is concerned. To be more 
specific, political men are able to 


commit, without penalty, errors 
which have the greatest conse- 


quences for their country or for 
the world: the most that they 
have at stake is their reputation 
and, sometimes, their re-election. 

Facts being what they are, it 
seems to me that it is the duty 
of the leaders of the free coun- 
tries, whether they are involved 
in business, in politics, or in edu- 
cation, to provide those in govern- 
ment with their enlightened un- 
selfish counsel. A free society 
can only survive at the price of 
constant vigilance on the part of 
its leaders. 


The Danger of Inflation 
And a Program to Combat It 


all expenditures and appropria- 
tions and give its recommenda- 
tions to the President after care- 
ful screening. The purpose of the 
Committee would be to eliminate 
wasteful and extravagant appro- 
priations so that the budget could 
be balanced in average years aud 
some definite portion of our taxes 
could be used to begin reducing 
the government debt. If we can- 
not operate on this kind of fiscal 
policy during times of prosperity, 
not much imagination is necessary 
to visualize the results under ad- 
verse conditions. It is to be un- 
derstood that the President will 
veto any expenditure not ap- 
proved by the Committee in ad- 
dition to his normal veto powers. 

This may affect our economy 
slightly for a short time, but as 
the American people, as well as 
the rest of the world, see that we 
are achieving not only a balanced 
budget, but a permanent fiscal 
stability, our prestige will rise and 


our currency will be sought after 
throughout the world as it has 
been in the past. 

Any temporary adverse effect 
will be the price we pay for a 
more permanent stability in the 
future. 

This must be done in a sound 


and realistic manner that will im- 
press the American people—and 
the world generally — that we 
mean what we say and that this 
policy will continue in future ad- 
ministrations as well as this one, 
This step will develop a desirable 
climate for the other necessary 
steps and give people a greater 
sense of security in their savings 
banks, government bonds, insur- 
ance policies and investments 
generally, as well as a feeling of 
confidence in our future economy. 


Favors Saitonstall Resolution 

The third necessary step would 
be the adoption of the Saltonstall 
Resolution $1738, introduced by 
Senator Leverett Saltonstall in 


April of 1957, which requires 
(among other things) that a mini- 
mum of 1% of the income re- 
ceived from Federal taxes each 
year be applied to the payment of 
the national debt each year, with 
reasonable provision for gradu- 
ated increase in reduction of the 
debt in future years. This Resolu- 


tion did not receive sufficient 
consideration when it was intro- 
duceod. However, the public is 


becoming more aware of the prob- 
lem of inflation and the sentiment 
is changing rapidly. The thinking 
in this Resolution is sound, even 
though some aspects of it may 
have to be modified. 

This would help establish con- 
fidence in our fiscal policy and 
give concrete evidence of at least 
a minimum of national debt re- 
duction each year. I recognize that 
this cannot be done for this com- 
ing fiscal year and there will ob- 
viously be necessary provisions 
to alter the case in times of ex- 
treme emergency. There have 
been times, because of large mili- 
tary expenditures, when deficits 
have been a real necessity, but 
unfortunately we have permitted 
deficits to become almost an 
American way of life. 

This can and will be our ruin- 
ation unless it is stopped. 

Daily the press warns of the 
danger of inflation, while busi- 
ness analysts tell us that business 
is on the upswing and many peo- 
ple are under the delusion that all 
is well: whereas our anticipated 
prosperity is due to enlarged gov- 
ernment spending programs and 
the deficit that will have to be 
financed in the near future, all of 
which means more inflation. 

Emergencies usually rise sud- 
denly — but ours is a creeping 
emergency that is approaching— 
and we must make certain that it 
does not get any nearer. 

Now for our goals to be accom- 
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plished after these steps have 
been taken. 
The positive values and re- 


sources of our great country are 
all too often taken for granted 
and must be put into proper focus 
and dramatized to a much greater 
degree. 

We have enough food, great 
mineral resources and the great- 
est productive capacity in the 
world—a know-how envied by the 
entire world and a military organ- 
ization second to none. Our ca- 
pacities have been developed in a 
relatively short period of years 
by a well-organized economic 
system (thanks to the’ Federal Re- 
serve Bank) that has grown with 
great rapidity in the last 40 years. 
Perhaps the very rapid growth of 
our country and its rapidly ex- 
panding economy has given us a 
false sense of security. 


Answer Is Sound Management 


All we need is sound manage- 
ment of this economic system 
without further inflation so that 
our country will continue to pros- 
per permanently on a sound basis, 
so that our people will be em- 
ployed and that our Government 
Bonds will retain their place as 
the foremost security anywhere 
in the world. In short, it would be 
the new Economic Era many have 
been hoping for. 

We will require a vast educa- 
tional program led by the govern- 
ment and in which all financial 
and commercial institutions should 
participate and which will be 
spelled out in simple language so 
that people in all walks of lile 
will have a complete understand- 
ing of the purpose and goals ol 
the program. Labor leaders recog- 
nizing the value of this program 
for their people will certainly 
want to share in these activities so 
as to protect the savings of the 
working people in whatever form 
they may be. We must develop 
a feeling of confidence in the fu- 
ture. The constant detrimental 
publicity that so many of our pub- 
lications have been spreading 
tends to undermine the confi- 
dence of people in our American 
system. 


Vast Public Education Campaign 


We need a public relations cam- 
paign to awaken the American 
people to a recognition that our 
vast resources, our high standard 
of living, our great opportunities 
for the average man are all being 
jeopardized by inflation. 

Government leadership 
should inspire the cooperation >| 
financial institutions such as 
banks. insurance companies, the 
mortgage banking industry and 
many other fields of business and 
industry, together with labor, in 
combatting the dangers of infla- 
tion. 

The implementation of this pro- 
sram will require a considerable 
amount of planning by competent 
government people, supplemented 
by finance, industry and labor 
program outlined here | 
radical nor extreme.. [ts 
purpose is for a moderate but 
consistent reduction of expendi- 
tures and a method of fiscal oper- 
ation that should establish confi- 
dence for a long-range program 
that will give us stability of cur- 
rency and the high regard for 
government securities they for- 
merly enjoyed, with particular 
emphasis on the savings bond pro- 
gram. , 

Our alternative is more infla- 
tion with continued weakening of 
our currency and later, measures 
so drastic that our very form of 
government might be threatened, 

We must keep uppermost in our 
minds the simple fact that with- 
out a permanent sound economy 
we cannot have strong military 
defense. 

Certainly the leadership of the 
American people has sufficient 
vision, courage and patriotism to 
take positive steps to prevent to- 
day’s creeping emergency from 
becoming tomorrow’s realitv. 


can and 


The 
neither 


CONSOLIDATIONS 
NEW BRANCHES 
NEW OFFICERS, ETC. 
REVISED 
CAPITALIZATIONS 


The appointment of General 
Lucius D. Clay as a director of 
The Chase Manhattan Bank, New 
York, was announced on Nov. 20 
by John J. McCloy, Chairman. 


Manufacturers Trust Company, 
New York, is distributing a new 
edition of its “Foreign Exchange 
Quotations” folder. The folder lists 
current quotations of currencies 
of 141 countries throughout the 
world. It also contains two tables 
showing the decimal equivalent of 
(a) shillings and pence and (b) 
common fractions. Manufacturers 
Trust Company has been publish- 
ing this folder at intervals for the 
past 19 years, the first dated May 
1, 1939. 


William H. Moore, Chairman of 
the Board of Bankers Trust Com- 
pany, New York, announced the 
appintment of Landon K. Thorne, 
Jr. as resident representative in 
Rome, Italy. 

Located at 76 Via Bissolati, the 
office will service the bank’s Ital- 
ian relationships and will also 
cover Southern Europe and the 
Middle Eastern area. 

The establishment of its first 
representative office in. Rome is 
part of Bankers Trust Company’s 
plans to enlarge its interests in 
the international field and the 
common market area as well as to 
assist its American and overseas 
customers in developing their 
mutual business relationships. 

Mr. Thorne previously served 
with Bankers Trust Company from 
1936 through 1940 at its Wall St. 
Office. 


Directors of Commercial Bank 
of North America, New York, on 
Nov. 19 voted a year-end extra 
cash dividend of $0.25 per share 
in addition to a semi-annual 2%, 
dividend in stock. The dividend 
is payable on Dec. 31 to stockhold- 
ers of record on Dec. 15. 

The board also stated its intent 
to increase the stock dividend in 
1959 to 5% in semi-annual pay- 
ments of 2!+%, plus such cash 
dividends as may be justified by 
operations, it was announced by 
Jacob Leichtman, President. 

Commercial Bank of North 
America is the outgrowth of the 
merger of the Bank of North 
America, New York, into the Com- 
mercial State Bank and Trust 
Company of New York in Septem- 
ber 1958. 

In 1957, Commercial State Bank 
paid dividends of 4% in stock and, 
based on presently outstanding 
stock, $0.21 in cash 


A unique idea in the expanding 
field of Gift Certificates was made 
public this week by John T. Mad- 
den, Chairman of the Board of 
Trustees of Emigrant Industrial 
Savings Bank, New York. 

Mr. Madden said that to his 
knowledge the Emigrant Bank’s 
Gift Certificate is the first of its 
kind, at least in the New York 
Metropolitan area. Although this 
service becomes available in time 
to fill a Christmas need, the Emi- 
grant Gift Certificate may be ob- 
tained the year round for use on 
any occasion—graduations, births, 
birthdays, anniversaries, etc. 

The donor obtains an attractive 
Gift Certificate from the Emigrant 
Savings Bank which, in turn, is 
exchanged by the recipient for a 
savings account passbook in his 
name. This may be accomplished 
by mail and the service is avail- 
able at any of the bank’s offices. 

Mr. Madden pointed out that a 
Gift Certificate of this type, in 
addition to its practicality, encour- 
ages thrift and for many recipients 
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it will be their first banking ex- 
perience. 

Elliott V. Bell announces his 
resignation as Trustee of the Dime 
Savings Bank of Brooklyn, N. Y., 
effective immediately. Mr. Bell 
was elected to the Board of Trus- 
tees of the Dime early in 1950. 

Everett J. Livesey, President, 
announced the election of Hugh G. 
Johnson as trustee of The Dime 
Savings Bank. He will fill the 
vacancy created by the recent 
death of Albert Hutton. 


Chester A. Allen, President of 
Kings County Trust Company, 
Brooklyn, N. Y., announces that, 
at a recent meeting, the Board of 
Trustees passed a resolution, indi- 
cating its intent to declare a 10% 
stock dividend. 

The’ resolution recommended 
that the stockholders at the annual 
meeting in January authorize an 
increase in the capital stock of the 
trust company in order to permit 
the stock dividend. 


President Edward L. Clifford 
announced on Nov. 20 that the 
Worcester County Trust Company, 
Worcester, Mass., had made appli- 
cation to the Board of Bank In- 
corporation for permission to es- 
tablish a second branch in the City 
ot Fitchburg. 

Approval of this application will 
increase the trust company’s 
branches to a total of 14. Accord- 
ing to Earl S. Eichin, Vice-Presi- 
dent and Manager of the bank’s 
present Fitchburg office, this pro- 
posal evidence of the bank’s 
confidence in the continued 
growth and development of Nortn- 
ern Worcester County and is in 
response to numerous requests re- 
ceived from companies and indi- 
viduals in the area. 

Plans call for completion of the 
building and occupancy of the of- 
fice during the early summer of 
1959 


is 


Plans to merge Connecticut Bank 
& Trust Co., Hartford, Conn., and 
Manchester Trust Co., Manchester, 
Conn., have been approved by 
directors of both banks. The 
merger is subject to approval of 
stockholders of each bank and 
Federal and state banking author- 


ities. Stockholders will vote on 
the proposed merger on Dec. 16. 
George C. Muir, Cashier, and 


Joseph A. Halbeison, Trust Officer, 
of the First Camden National Bank 
and Trust Company, Camden, N. J. 
were elected Vice-Presidents 


The Federal Reserve Bank oi 
New York announced that Saddle 
Brook State Bank, Saddle Brook, 
N. J., a newly organized bank 
which was admitted to member- 
ship in the Federal Reserve Sys- 


tem on June 2, has officially 
opened its doors for business on 
Nov. 20. The capital of the bank 


ie $150,000, and its surplus, $250,- 
000. 

Ufficers of the bank are: Fred 
Woitscheck, Chairman; Irwin W. 
Silverman, President; Fred S. 
Walter, Vice-President; James M. 
Gray, Cashier; Paul E. Hoban, 
Secretary; Conrad M. Gregorio, 
Treasurer; Thomas Dineen, Assist- 
ant Cashier. 


A. J. Greeough was elected a 
director of Girard Trust Corn Ex- 
change Bank, Philadelphia, Pa. 

Josiah T. S. Horton, new head of 
the Advertising Division of Mel- 
lon National Bank and Trust Com- 
pany, Pittsburgh, Pa., has been 


appointed an Assistant Cashier. 
The announcement was made by 
Frank R. Denton, Vice-Chairman 
of the Board. 

Mr. Horton’s duties include su- 
pervision of advertising, public 
relations, sales training and mar- 
<et research for the bank. 

Mr. Horton came with Mellon 
Bank in 1956 as Assistant Adver- 
tising Manager. 

Also announced was the ap- 
pointment of Jeanette R. Oden as 
Assistant Cashier. 

Mrs. Oden came to Mellon Bank 
in January 1956, and is assigned 
to the Personnel Division. 

Arthur M. Scully, Jr., has been 
appointed Assistant Secretary of 
Metlen Frank R. Denton also an- 
nounced. 

Mr. Scully came to Mellon Bank 
in September 1953. After working 
in various divisions of the bank 
as a trainee, he was assigned to 
the Estate Planning Division of 
the Trust Department in Novem- 
ber 1957. 


Wilmington Trust Co., Wilming- 
ton, Del., elected George P. Ed- 
monds Chairman and Joseph W. 
Chinn, Jr., President. 


The First National Bank of 
Gaithersburg, Gaithersburg, Md., 
with common stock of $100,000, 
was merged with and into The 
Germantown Bank, Germantown, 
Md., under the charter of the lat- 
ter and under the title The Mary- 
land State Bank of Montgomery 
County, effective as of Oct. 14. 


The Riggs National Bank of 
Washington, D. C., with common 
stock of $8,000,000; and The Lin- 
coln National Bank of Washing- 
ton, Washington, D. C., with com- 
mon stock of $1,000,000, have 
merged, effective as of the close 
of business Nov. 10 The consoli- 
dation was effected under the 
charter and title of The Riggs Na- 
tional Bank of Washington, D. C. 


. a . 
Robert A. Cline, Chairman of 
the Board of Directors of the 


Fifth-Third Union Trust Company, 
Cincinnati, Ohio, died Nov. 19. His 
age was 64. e 

Mr. Cline was Board Chairman 
{or many years of the former Lin- 
coln National Bank, Cincinnati, 
which was merged with the Fifth- 
Third Bank in 1955. 


The Bank of Park Ridge, Park 
Ridge, Dil., will open for business 
Dec. 5. Capital structure of the 
Bank of Park Ridge totals half a 
million dollars — $250,000 capital, 
$150,000 surplus, and $100,000 re- 
serves. The bank’s stock is owned 
by 315 shareholders, most of whom 


live in the bank’s trading area, 
making it a locally owned and 
operated institution. 

William E. Cornelius is Presi- 


dent of the Bank of Park Ridge 
and Edward B. Wilkinson is Ex- 
ecutive Vice-President. Mr. Wil- 
kinson was an organizer of United 
Home Bank & Trust Co., in Mason 
City, Iowa, in 1935. 

Cashier of the Bank of Park 
Ridge will be Robert G. James, a 
banker for 31 years. He had previ- 
ously been associated with Con- 
tinental Illinois National Bank and 
Trust Co. in Chicago, Hl., and with 
Warrenville State Bank, Warren- 
ville, Ill., where he was Executive 


Vice-President, Cashier and Di- 
rector. 
Thomas J. Maloney is Vice- 


President of the new bank, attor- 
ney Marshall S. Howard is Secre- 
tary and Counsel, and William J. 
McSweeney, Vice-President, Cen- 
tral National Bank of Chicago, IIL., 
is Chairman of the Advisory Com- 
mittee, 

Fred L. Stone, Vice-President, 
Harris Trust and Savings Bank, 
Chicago, lll., has been appointed 
by Governor Stratton of Illinois to 
serve on a nine-man state banking 
advisory committee, which will 
help shift supervision of state 
banks from the state Auditor’s of- 
fice on Jan. 1, 1959 to the newly 
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established state Department of 
Financial Institutions. 

Farmers & Merchants State 
Bank of Sebewaing, Mich., ab- 
sorbed The State Savings Bank of 
Gagetown, Gagetown, Mich. A 
branch was established in the for- 
mer location of the absorbed bank. 


%: 


The American National Bank in 
Little Falls, Little Falls, Minn., in- 
creased its common capital stock 
from $100,000 to $200,000 by a 
stock dividend, effective Nov. 12. 
(Number of shares outstanding—~ 
10,000 shares, par value $20.) 


First National Bank of Mel- 
bourne, Melbourne, Fla., was 
granted permission by the office 
of the Comptroller of the Cur- 
rency to open a new bank. C. R. 
Brown is President and Wm. C. 
Payne is Cashier. The bank has 
a capital of $400,000 and a surplus 
of $350,000. 

By a stock dividend the com- 
mon capital stock of The First 
National Bank & Trust Company 
of Vicksburg, Miss., was increased 
from $300,000 to $400,000, effective 
Nov. 14. (Number of shares out- 
ee eee shares, par value 
$8.) 


Payment of the first cash divi- 
dend in its 1l-year history will be 
made Dec. 15 by North Side State 
Bank, Houston, Texas, Michel T. 
Halboyty, Board... Chairman, has 
announced, 

Twenty-five cents per share 
will be paid to stockholders of 
record as of Dec. 8 Under a new 
policy established by Halbouty, 
the bank’s stock has been released 
to customers and to the public 
with a consequent increase to 
date in number of stockholders of 
more than 1000%. 

This marks another step in 
What local financial circles term 
remarkable progress since Hal- 
bouty purchased the bank in Feb- 
ruary of this vear. 

In October, the bank increased 
its capitai stock to $300,000 from 


$175,000 by splitting the stock 
four-for-one, reducing its par 


value to $5 from $20, and making 
a stock dividend transferral from 
undivided profits. 

Since February, the bank’s total 
capital and surplus have been in- 
creased 136%, to $659,000 from 
$375,000. And in the past nine 
months, the bark’s deposits have 
increased $1,420,000. 


Alton E. Allen, A. Ames Tuthill, 
Edward G. Foy, Earl H. Curtis, 
and Lawrence W. Cox have been 
elected Vice-Presidents of Secu- 
rity-First National Bank, Los An- 
geles, Calif. 


Bank of America, San Francisco, 
Calif., announced the election of 
Dean J. McDowell as Vice-Presi- 
dent and Edgar F. Kaiser as a 
director. 


Appointed Co-Manager 


DALLAS, Texas — G. I. Jack 
Vaughn has been appointed co- 
manager with Stephen E. Case of 
the Dallas office of Shearson, 
Hammill & Co., Fidelity Union 
Life Building. 


Bernstein Co. to Admit 


PITTSBURGH, Pa. — Bernstein 
& Co., Frick Building, members of 
the New York and Pittsburgh 
Stock Exchanges, on Jan. 1 will 
admit Robert Kostman to partner- 
ship. 


To Be Homans Partner 


Homans & Co., 65 Broadway, 
New York City, members of the 
New York Stock Exchange, on 
Jan. 1 will admit Andrew German 
to partnership. 


Theodore H. Wegener 


Theo. H. Wegener, President of 
the Wegener & Daly Corp., Boise, 
Ideho. »orsed ae vy an Noy 
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Securities 





Railroad Mergers 


New attention has been brought 
to the railroads with the recent 
announcement of discussions being 
underway looking to the possi- 
bility of a merger of the Norfolk 
& Western and the Virginian 
Railway. Both of these roads are 
large bituminous coal carriers and 
in many respects have a large 
amount of paralleling mileage. 

It is possible much duplicating 
facilities could be eliminated with 
consequent savings. These con- 
solidation talks follow only a 
Short time after the statement 
from five New England roads that 
they were considering a merger. 
The latter roads particularly need 
some methods of reducing oper- 
ating expenses and to strengthen 
themselves financially. They have 
been hurt by high taxes and 
mounting passenger deficits. Most 
of them nave been operating at a 
deficit so far this year and this 
has been a serious drain on cash 
resources. In addition, they were 
obliged to absorb a further wage 
increase on Nov. 1. This will mean 
a further drain in view of their 
high terminal expenses. 

Studies are continuing on the 
proposed merger of the Pennsyl- 
vania Railroad and the New York 
Central System. In this case, 
however, industry observers feel 
there may be some consolidation 
of duplicate facilities long before 
any financial plan can be worked 
out. At a matter of fact, it is 
believed that some internal op- 
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Under Discussion 


position exists against such a 
union. 

Some progress is reported as 
havings been made in the pro- 
posed Great Northern-Northern 
Pacific merger. In this case also 
some of the large stockholders do 
not seem willing to go along at 
the present time, although a 
definite plan has not as yet been 
forthcoming. 

Reportedly, Baltimore & Ohio, 
Western Maryland, Reading and 
the Central Railroad of New 
Jersey have had some exploratory 
talks. Earnings of Central of 
Jersey are not comparable to the 
other roads and it is heavily 
burdened with high cost com- 
mutation business. This problem 
would have to be solved before 
the other roads would step into 
the picture. 

In the Southeast, the Atlantic 
Coast Line and the Seaboard Air 
Line have had preliminary talks. 


These roads have considerable 
duplicating mileage and it is be- 
lieved savings could be large. 


These two roads have been active 
competitors for both freight traffic 
and passenger business. They both 
have attracted new industries to 
their territory and have played a 
large part in the industrialization 
of the district. Revenues of both 
of these carriers have grown over 
the years and the combination of 
the two would make 
stronger system. 


an even 


Some Lessons of the 
Recent Recession 


ing feature of the recent recession, 
namely, it has provided us with 
new evidence that a slump in 
production under modern condi- 
tions need not involve a slump in 
personal incomes or in consump- 
tion. 

One of the remarkable develop- 
ments of the recession of 1953-54, 
if we may look back to that 
episode for a moment, was that 
the income that the American 
people had at their disposal kept 
on rising after only a brief pause, 
thus defying “economic law” as 
we then knew it. During the 
recession of 1957-58, the aggregate 
of personal incomes did not rise. 

decline that occurred was, 
however, extremely small. Be- 
tween August, 1957 and this April, 
the dollar volume of the nation’s 
total output fell about 5% and the 
physical volume fell about 6%. 
In earlier times personal incomes 
would have responded decisively 
to so severe a drop in production 
over a short period, and a spiral- 
ing depression might easily have 
developed. This time the aggre- 
gate of personal incomes after 
taxes fell only about 1% and 
the deeline was over well before 
the recession ended. 


Mest Significant and Promising 
Development 


This loosening of the ties be- 
tween preduction and the flow of 
personal incomes is one of the 
most significant and promising 
developments of our time. It has 
resulted from the more or less 
automatic workings of certain of 
our institutions, not from delib- 
erate anti-recession policies of the 
government. Thus, in the course 
of the recent recession, corpora- 
tions generally maintained their 
dividends at an unchanged rate, 
as is their custom in the early 
months of an economic setback. 
On its part, the Treasury absorbed 


a constderable part of the decline 
in both corporate and individual 
incomes, since the revenues 
yielded by our income taxes auto- 
matically decline as incomes fall. 
The government also pumped sub- 
stantial sums into the income 
stream by increasing unemploy- 
ment compensation payments and 
other social security benefits 
provided by existing legislation. 
The net effect of these fiscal 
operations of both the Federal 
Government and the private busi- 
ness system was to erect a buffer 
between production and personal 
incomes. Undistributed corporate 
profits fell drastically and the 
Federal deficit piled up, but the 
aggregate income that individuals 
had at their disposal changed very 
little. 

The virtual stabilization of per- 
sonal incomes helped powerfully 
to maintain consomer spending 
during the recession. To be sure, 
if consumers had become uneasy 
about the future, their spending 
might have been curtailed sharply. 


But people remained generally 
optim'stic despite the sharn de- 


cline of production and the spread 
of unemployment, If there were 
any heroes during the rece-sion, 
that distinction belongs to ordi- 
nary consumers, who went about 
their affairs without fussing and 
maintaining a high rate of spend- 
ing without fanfare. Although 
consumer spending on automo- 
biles and other durable goods de- 
clined, spending on nondurables 
hardly chanved while spending on 
services actually increased. In 
the aggregate, consumer expend- 
itures in the first quarter of this 
year were less than 1% below the 
peak quarter of 1957. By Febru- 
ary retail trade had stabilized 


and soon began improving. This 


rise was communicated promptly 
to wholesalers and to manufac- 





turers. The impulse to reduce in- 
ve:turies tnere:re abacea. sy 
April InqauSuuiait proaucuon and 
nonagricuucurat empioyment 
reacued tneir towest tevei of tne 
recession aud tne recovery that 
we are currently experiencing gut 
actively unaer way. Many fac.vors 
contrinuted to the recovery, 
among’ tnem the conunuea expan- 
sion of community miprovements 
by states and localities. But tne 
early upturn of consumer spend- 
ing was tne decisive aevelopment, 
thus repeating wnat happened in 
the recovery of 1954. 

Let us turn now to a third fea- 
ture of the recent recession that 
warrants special notice, namety, 
the scale and character of Feaeral 
intervention. Once again we find 
that the business cycle was not 
permitted to run an uninterrupted 
course, as it did only a generation 
ago. 

Irue to its obligations under 
the Employment Act, the Federal 
Government moved on a_ wide 
front to limit the forces of re- 
cession and to stimulate the re- 
sumption of economic. growth. 
Credit conditions were eased 
through successive decreases ol 
reserve requirements and of the 
discount rate. Special measures 
were adopted to liberalize housing 


credit. The processing of tax re- 
funds and of loan applications 


was speeded up. Some tax adjust- 


ments were made, principally 
with a view to aiding the rail- 
roads and small businesses. ‘The 


main emphasis of Federal policy, 
however, was put on raising ex- 
penditures, rather than on mone- 


tary, tax, or housekeeping ineas- 
ures, Programs to increase or ac- 


celerate expendtiures proliferated 
—witn more for defense, for pub- 
lic works, housing, education, post 
ollices, unemployment compensa- 


tion, and other programs. The 
decisions to increase spendin: 
were not taken all at once. They 
came in a long series, spread out 
over months. When the sched- 
uled expenditures were finally 
added up, they came to a much 
larger total than had _ been 


planned or advocated by the fis- 
cal authorities of our government. 

Viewed as a whole, the actions 
taken by the Federal Government 
to stimulate the economy un- 
doubiedly contributed to an early 
recovery. The monetary and hous- 
ing measures were. especially 
helpful in checking the recession. 
Also, the increase of Federal or- 
ders aided business sentiment 
and here and there bolstered pri- 
vate expenditures. Most Federal 
expenditure programs, however, 
did not become effective soon 
enough to be of any appreciable 
aid during the recession. During 
the fiscal year which ended this 
June, Federal expenditures—de- 
spite the recession-—came very 
close to the official estimates that 
had been made before the reces- 
sion started. On the other hand, 
in the current fiscal year, which 
began this July or about two 
months after the start of recovery, 
Federal budget exnenditures are 
expected to rise $7.3 billion or 
10% over a year ago. Federal 
cash expenditures—which give a 
more comprehensive count — are 
exnected to go up $10.8 billion or 
13%. In short, we have only re- 
cently entered the expanding 
phase of actual evnendityres: and 
although the private economy is 
advancing, a sharply rising scale 
of Federal spendine is still ahead 
of us. This is precisely the condi- 
tion that resvonsible advocates of 
a seneral tax cut sought to pre- 
vent. 


Prices During the Reces-ion 


I come now to the fourth fea- 
ture of the recession On which I 
shalk comment, namely, the be- 
havior of waves and vrires. Over 
a long stretch of history. it was 
tyniea?l of the averave level of 
wholesale prices to fall briskly 
during the declining vnhase of the 


business cycle, thereby erasing 
the advance that normally o-- 
curred during the expanding 
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phase. Consumer prices generally 
benaved in similar fashion, ex- 
cept that their decitines were 
smaller and came somewhat later. 
In recent times, while the price 
level has continued to rise during 
business expansion, it has become 
increasingly inflexible in times of 
recession. Indeed, during the re- 
cent recession the level of whole- 
sale prices actually rose 1%, 
while the level of consumer prices 
rose a little over 2%. Wages have 
likewise become increasingly un- 
responsive to recessions. This 
August the hourly earnings of 
workers in durable goods manu- 
factures were on the average 3.2% 
higher than a year ago, when 
business activity was at its peak. 
The corresponding gain for work- 


ers in nondurable goods manu- 
factures was 2.7%. 
The movement of wages and 


prices during the recent recession 
constitutes new evidence tnac, 
while there may well .be pauses in 
the process cf inflation, as in the 


last few montns, the unuerivi 2 
trend of the price level is still u»- 
ward. The main reas ns fo this 
developinent are familiar. Now- 
adays trade unions ge.-ciaily nase 
sufficient pawer to imainial: 
wages during a moderaie reces- 
sion and oiten even to ratse them. 


This tendency is reinforced by the 
erowing practice of entering into 


labor agreements that call for 
wege increases or larger fringe 
benefits at future dates without 


regard to the state of employment 
or profits that may then exist. 
The rigidity or upward push of 
wave rates during recessions re- 
sults in some rigidity or even ac- 
vance on the part of prices. Quite 
apart from this, there an in- 
ereasing tendency for business 
firms, especially the larger cor- 
porations, to compete on the basis 
of the type of product, its quality, 
and the services accompanying 
its sale, rather than on the basis 
of price. Although all these proc- 
esses would undoubtedly be 
greatly weakened if a recession 
ever deevend into a_ protracted 
depression, it now the estab- 
lished policy of our government 
to use its power to counteract, on 
whatever scale may appear to be 
necessary, the forces of economic 
recession. 

There are stili other respects in 
which the recent recession has de- 


Is 


is 


parted from the classical model, 
but I cannot do justice to this 
large subject here. My review 
has been much too brief. | hope 
that it has nevertheless suffice 


to convey, first, that we are con- 
tinuing as a people to make prog- 
the problem ol! 


ress in solving 

depression, second, that recession 
and inflation reirain to be reck- 
oned with. 


We are still in the early stages 
of recovery and it is hard there- 
fore to see recent governmental 
policies in a just perspective. Il 
do believe that in the atmosphere 
of Sputnik, which ruled toward 
the end of last year, a move in 
the direction of larger Federal 
spending was practically unavoid- 


able. Also, the increased spend- 
ing in behalt of agriculture this 


year is largely a consequence olf 
bumper crops and earlier vwrice- 
support legislation, not of anti-re- 
cession policies. These facts must 
be recognized in interpreting th« 
swollen budget. Moreover, the 
steps that the government took to 


check the recession were fought 
out, as they had to be, in the 
arena of politics. Every active 


participant in the making of gov- 
ernmental policy found in necessary 
to compromise. Some government 
officials doubtless feel that if 
their theories had prevailed, the 
outcome would have been better. 
So also do many private citizens, 
especially those who mav thu der 
from the safe retreat of a univer- 
sity. There is little to be gained, 
however, from imaginary recon- 
structions of the past. Let us try, 
instead, to extract what lessons 
we ean from recent erperiences, 
so that we might be better pre- 
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pared to'deal with the problems 
of the future. 


Wants Unemployment Insurance 
Reform 


One important lesson of the 
recession is that the so-called au- 
tomatic stabilizers have worked 
well once again. In view of this 
accumulating experience, it would 
be in the national interest to seek 
practical ways of strengthening 
them. The most useful step that 
we can take in the near future 
is to liberalize our unemployment 
insurance system. 


This year the Congress re- 
sponded to urgent demands by 


extending the duration of unem- 
ployment benefits. However, this 


legislation was of a temporary 
character, it failed to embrace 
all of the states, and it did not 


deal with the matter of coverage 
or the size of benefits. It would 
hardly be wise to wait for anothe: 
recession before we again tackle 
the problem of unemployment in- 
surance. A reform, I think, is 
long overdue. The benefits pro~ 
vided for insured workers are 
inadequate in many states. The 
maximum weekly benefit repre- 
sents 50% or more of the average 
weekly wages of insured workers 


in only six states. The duration 
of benefits is 26 weeks or longer 
for all eligible ckaimants in only 
seven states. More serious still 
about 13 million workers are en- 
tirely excluded from protection 


of unemployment insurance. Now 


that our economy is once more 
expanding, we are in a position 
to proceed deliberate! and to 
carry out permanent § improve- 
ments in unemployment insur- 
ance, not only with a view to 


mitigating individual hardships, 
but also with the objective of in- 
creasing the resistance of 
economy to a future recession. 

Once we succeed in devising a 
system of insurance that com- 
prehensive in coverage and toler- 
ably suited in its scale ct benefits 
to the needs of the unemployed in 
a modern economy, we should be 
in a position to deal with the 
difficulties of recession in a 
calmer atmosphere than existed 
early this year. Our situation 
would be bettter still if we could 
devise a_ politically acceptable 
means of automatically varvineg 
tax rates with the ups and downs 
of economic activity. 


Oil 
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Finds Monetary Policy Effective 

A second lesson of recent expe- 
rience is that mone.ary and credit 
policies can be more effective 
during a recession than is com- 
monly supposed. Many ot us seem 
to have been influenced unduly 
in our thinking about monetary 
policy by the events of the 1930s, 
when excess reserves kept piling 
up while the economy stagnated 


We must not confuse, howevei, 
the state of business sentiment 
at a time of mild recession with 


the psychology that governs at a 
time of severe depression. Busi- 
nessmen and consumers in ou! 
country are, normally, optimistic 
This state of mind continues ordi- 
narily a recession, pro- 
vided its dimensions remain mod- 
erate. If, therefore. a substantial 
easing of credit conditions comes 
early enough, it may a»vpreciably 
hasten economic recovery. This 
positive influence is exerted only 
in small part through reductions 
of interest rates. Of greater con- 


during 


sequence is the fact that credit 
becomes more readily available 
to eager borrowers, that the 
money supply is imereased, that 


the liquidity of the assets of both 
business firms and individuals is 
improved, and that financial mar- 
kets are stimulated. The effects 

easy credit are apt to be felt 
most promptly by smaller busi- 
nesses and the homebuilding in- 
dustry, but they tend to ramify 
and to permeate the economic 
svstem. The increase of some $16 
billion in commercial bank in- 
vectrents. which the easing of 


credit made possible between Sep- 
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tember, 1957, and this May was, 
I think, a factor of real signifi- 


cance in speeding economic re- 
covery. 
Lag in Fiscal Spending 
Another lesson, which the re- 


cession has once again taught us, 
is that government expenditures 
tend to lag considerably behind 
plans or decisions to spend. To 
be sure, some types of increased 
spending, such as a decision to 
raise Federal salaries or to pay 
a bonus to veterans, can be car- 
ried out fairly promptly. Most 
increases in spending programs 
are not, however, of this char- 
acter. A decision, for example, to 
spend more on public works will 
necessarily involve a sizable lag 
in actual expenditure. The prepa- 
ration or final review of construc- 
tion plans, the acquisition of sites, 
the development of specifications, 


the arranging of contracts and 
subcontracts — all these essential 
steps are time consuming. Not 
only that, but once construction 


work gets under way, it proceeds 
slowly at the start and some 
months will normally elapse be- 
fore a fast pace can be struck. 
The lags that are involved in 
modern weapons systems are, of 
course, still more formidable. Nor 
does the problem differ in kind, 
though it may differ appreciably 


in degree. for programs of edu- 
cation, or foreign aid, or health 
research. 

Still another lesson to bear in 


mind is that the policies that are 
undertaken to check  recessien 
have consequences which, for bet- 
ter or worse, spill over into later 
periods. Thus, the Federal spend- 
ing programs inaugurated. during 
the recession, taken together with 
the recent behavior of wages and 
prices, have been a major factor 
in exciting expectations of infla- 


tion which are now spreading 
dangerously. In these circum- 
stances the Federal Reserve au- 
thorities have found it advisable 
to begin restraining credit ex- 


pansion at a very early stage of 
the current recovery. To the ex- 
tent that the new monetary policy 
proves effective, it will be chiefly 
private enterprise and _ private 
spending whose expansion is lim- 
ited. Certainly the scale of Fed- 
eral expenditure will not be di- 
minished any on account of a 
tightening that occurs in general 


credit conditions. Hence, the 
shift of our economy toward the 
public seetor, which was set in 


motion during the recession, may 
continue not only because Fed- 
eral expenditures are now in a 
rapidly rising phase, but also be- 
cause credit restraints have an 
uneven impact on public and pri- 
vate enterprise. 

It may be useful to observe that 
a tax reduction would avoid some 
of the difficulties that often go 
with a public spending program. 
Both involve, of course, a deficit, 
but it can make a considerable 
difference our economy how 
the deficit is achieved. A broadly 
based tax reduction is likely to 
have prompt effects on private 
spending during a recession, while 
the effects of public spending may 
not come until the recession is 
over. When public expenditures 
finally begin rising, they may 
stimulate the economy when spe- 
cial stimulation is no longer de- 
sirable. A concentrated bunching 
of expenditures, with consequent 
inflationary fears or pressures, 
seems less likely to follow a tax 
reduction. Not only that, but if 
the tax reduction were designed 
so as to stimulate investors to 
replace obsolete plant and equip- 
ment, it would release forces 
tending to improve productivity 
and to reduce costs at still later 
times. 

I come finally to the gravest 
lesson of the recession, which is 
simply that we now have even 
less reason than before to expect 
that any substantial part of the 
advance in the price level which 
normally occurs during business 


to 





expansions will be erased during 
business recessions. But if the 
average level of prices rises dur- 
ing business expansions, and fails 
to decline appreciably or even 
rises further during recessions, 
then it would seem that we face 
a trend of prices that over the 
long run is inescapably upward. 
This is the judgment of an in- 
creasing number of Americans. 
An inflationary psychology is def- 
initely spreading, and it poses a 
serious threat to our nation’s eco- 
nomic health and progress. 


It is precisely for this reason 
that we must seek solutions both 
promptly and in a constructive 
spirit. The suggestion, which 
keeps recurring, that the way to 
control] inflation is to be less 
zealous about checking recessions, 
is a counsel of despair. If we ever 
attempted to follow it, we would 
only add to our troubles, both 
domestically and internationally. 
Our real need is not to weaken 
anti-recession policies, but to im-~ 
prove them so that they will be 
iess likely to release inflationary 
forces. That is the point which I 
have tried to emphasize. I must 
add, however, that improvements 
in our business-cycle policies will 
not of themselves suffice to curb 
the inflationary trend. The prob- 
lem of inflation which we face is 
of a long-range character, and a 
comprehensive policy and some 
major reiorms are required to 
bring inflation under reasonable 
control. 


It will take many minds and 
much effort to work out the par- 
ticulars of this policy. The way 
to start, in my judgment, is to 
amend the Employment Act so 
that reasonable stability of the 
consumer price level will be ex- 
plicitly included among the high 
objectives which it is the con- 
tinuing policy and responsibility 


of the Federal Government to 
promote. Such a declaration of 
moral purpose by the Congress 


with regard to the price level is 
the most effective action that can 
now be taken to arrest the dan- 
gerously spreading belief that we 
are living in an age of inflation. 
Once that is accomplished, we 
must go to work not merely oa 
the monetary front, or the fiscal 
front, or the agricultural front, 
but on all these and others, with- 
out however interfering with the 
essentials of economic freedom. 


Many Other Suggestions 


We need to review the patch- 
work of special legislation that 
our government has_ evolved 


through the years in the form of 
price supports, import duties, im- 
port quotas, wage regulations, 
stockpiles, and subsidies —all of 
which tend to raise prices. We 
need to devise better defenses 
against monopoly power, whether 
it crops up in business dealings or 
in labor relations. We need to es- 
tablish local productivity councils, 
composed of civic leaders, busi- 
ness executives, and trade union 
officials, to snot industrial wastes 
and promote improvements in ef- 
ficiency. We need to review our 
tax laws, with a view to carrying 
out reforms that may spur the 
nation’s productivity. We need 
to keep a firmer rein on public 
expenditures in times of advanc- 
ing prosperity and develop better 
budgetary controls over the prog- 
ress of expenditures. We need to 
find ways of enhancing the ef- 
fectiveness of monetary policy in 
our new economic, financial, and 
political environment. We need 
to improve the consistency and 
co-ordination of economic policy- 
making within the Federal Gov- 
ernment. so that balanced judg- 
ment may be brought to bear on 
both the long-range problem of 
inflation and any immediate prob- 
lem-of recession or substantial 
unemnlovment, 

The tasks ahead of us are there- 
fore many and difficult. They 
present a challenge to citizens 
generally, not only to economists 
and government officials. In the 
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future, as in the past, the limits 
of our achievement as a nacion 
will be determined by public un- 
derstanding of the need to im- 
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prove the workings of our econ- 
omy and by the ability of ordi- 
nary citizens to distinguish be- 
tween sound and unsound policies. 


Some Political Implications of 
Our Foreign Economic Policy 


nate countries to combat the spec- 
ters of hunger, ignorance, poverty 
and disease? By comparison how 
long ago were the first American 
programs of this sort inaugurated? 
Mr. Khrushchev often seems to 
suggest that, along with a great 
many other things, the Soviet 
Union really invented economic 
assistance to other countries. 
Sunday, Nov. 16, was the 25th 
anniversary of the establishment 


of diplomatic relations between 
the United States and the Sovict 
Union. This silver anniversary 


seems to mark a crescendo of the 
developing hard line of Soviet 
policy vis-a-vis the United States. 
The struggle against capitalist na- 
tions, especially our own, con- 
tinues to be activated and Soviet 
leadership maintains its efforts on 
a number of fronts to sow division 
among the allies of the free world. 


It is continuously probing and 
testing whether in the Formosa 
Strait area, in Berlin, and in the 
Middle East it may ascertain 
points of weakness or disunity 


and push forward relentlessly in 
quest of increased power. 

The United States since the end 
of World War II has actively 
helped other countries as well as 
the peoples of the less developed 
areas. During the Stalin epoch 
the Soviet Union showed no in- 
terest and perhaps was not in 
position. to co likewise. Perhaps 
imitation the finest form of 
flattery. In any event, during the 
most recent Khrushchev period 
the Soviet Union has made the 
less developed areas the target of 
a two point massive trade and 
economic offensive. This is or- 
chestrated by copious references 
to the rough goals of its most re- 
cent seven year plan—boasts of 
expected ninety million tons of 
steel annually, 240 million tons of 
oil, six hundred million tons of 
coal. 180 million tons of grain and 
an enormous amount of kilowatts 
of electric power. Together with 
its satellites and Communist 
China, the Soviet Union during a 
four-vear period has extended 
more than two billion dollars in 
credits to the less developed coun- 
tries. In that same period the 
total trade turn-over of the Sino- 
Soviet Bloc with other less devel- 
oped countries has almost doubled 
reaching a total of one _ billion 
seven-hundred million in 1957. 
The otfensive of course has been 
accompanied by skillfull propa- 
ganda, the spread of highly pub- 
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licized trade agreements, exten- 
sive bloc participation in trade 
fairs, the subsidization of dealers 


and commercial activities by bloc 
diplomatic missions. This offen- 
sive has been further bolstered 
by a third element, that of tech- 
nical assistance. Thus the Soviet 
Union’s educational system, 
geared to produce a greater num- 
ber of scientists and engineers, 
now emphasizes languages and 
area training to eauiv them for 
service abroad. Today nearly 
3,000 communist technicians are 
active in less developed countries 
and about 2,000 students from 
those areas are undergoing train- 
ing in Moscow, Prague and other 
Soviet bloc centers. We should 
not understimate this extensive 
Soviet offensive which is being 
prought to bear on the most vul- 
nerable sector of the free world, 
on peoples who are hungry for 
food, for progress and for better 
living conditions at a time when 
their leadership thirsts for inde- 
pendence and sovereignty. 


Economic System These Nations 
Will Choose 


So we face the question what 
economic system the people of 
these less developed countries will 
choose in their revolt against 
misery and poverty. Will they go 
in the direction of Communism 
or in the direction of our own 
western system of individual lib- 
erty? The test may well lie in 
the question whether they will 
have the patience to adjust their 
growth and development to the 
normal time lag. 

We have been responding to 
this problem in a number of ways. 
The United States development 
loan fund has added a whole new 
dimension to our foreign aid pro- 
gram. The Fund which began 
operations early this year repre- 
sents a new hope for the less de- 
veloped countries. Basically it 
seeks to meet their problems since 
it provides financing for projects 
which are economically sound but 
which do not meet the strict bank- 
ing requirements of other sources 
of capital. It is unique in that 
borrowers can repay loans in their 
own currency as well as in dol- 
lars. Its operations focus to a 
large extent on countries with 
the lowest living standards. Of 
course it does not make loans 
when there does not appear to be 
a reasonable chance of repayment, 
but it does take greater risks than 
some financial institutions could 
afford. It provides a source of 
free world financing to help these 
peoples build the productive fa- 


cilities needed for economic 
growth: Good harbors, port fa- 
cilities, railways and dams. As 


you may know, the Fund started 
operations last January with an 
appropriation of $300 million. It 
received an additional $400 mil- 
lion appropriation last August. 
During the first six months of its 
operation it received application 
for loans totaling about $24 bil- 


lion. It is expected that it will 
have committed all of its avail- 
able resources within a few 


months. No doubt we may expect 
a still higher level of lending 
from the Development Loan Fund 
in such amount as could be spent 
wisely in the interest of our na- 
tional security. Of course much 
of our assistance continues to be 
extended through such broad 


multilateral institutions as _ the 
International Bank, the Interna- 
tional Monetary Fund and the 


International Finance Corporation. 
These organizations have the spe- 


cial virtue of drawing on both 
public and private resources in 


many countries. 


Meeting the Problems of the 
Americas 

Our government has been giv- 
ing unremitting attention to the 
economic problems of the Ameri- 
cas. It recently agreed in prin- 
ciple that it would be prepared 
to participate with the nations of 
Latin America in a regional de- 
velopment institution if there is 
adequate support by other mem- 


ber countries. 
In the Middle East the United 
States nas offered the prospect 


of a financial contribution to an 
Arab Development Institution if 
it is desired by the Arab nations 
themselves and they contribute 
substantially to it and of course 
provided that the institution is 
established on a basis of sound 
management. 

We continue the technical as- 
sistance "rograms which the 
United States initiated years ago 
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both as major projects and 
through the United Nations and 
its various specialized agencies. 
For example, more than 5,000 
U. S. technicians are working in 
these programs. 


We recognize that the economic 
growth of less developed coun- 
tries depends heavily on the ex- 
pansion of world trade. In har- 
mony with that recognition a few 
months ago our Congress took an 
important step toward that expan- 
sion by extending the Reciprocal 
Trade Agreements Act for a four- 
year period, 

The Department of State be- 
lieves that new ways to promote 
American private investment 
abroad must be found. There is 
no doubt that we need closer co=- 
operation between our govern- 
ment and private business. Thus 
a group of distinguished Ameri- 
can citizens under the auspices 
of the Business Advisory Couneil 
of the Department of Commerce 
is conducting a study to ascertain 
how the government can more 
effectively enlist the aid of pri- 
vate enterprise in achieving the 
objectives of our foreign policy. 


Red China’s Brutality 


I would like to refer to a re- 
mark which our Secretary of 
State made at Seattle last week 
incident to the meeting there of 
the Colombo Consultative Com- 
mittee which discussed the im- 
poytant problem of economic 
progress in South and Southeast 
Asia. Mr. Dulles, in referring to 
the fact that we live today in an 
era when the raising of living 
standards and the enhancement 
of the dignity of man are essen- 
tial to the harmony of nations 
and enduring peace, discussed the 
methods now being imposed by 
the Chinese Communist regime on 
some 600 million people of the 
mainland by a backward system 
of mass slavery called the com- 
mune system: 


“Under the Chinese ‘Commune’ 
system, the human being is sought 
to be denied individuality and 
personality. He, or she, is treated 
as a mere material unit, valued 
only as a laborer for the state. 
He loses not only what little prop- 
erty his masters have not already 
confiscated, he loses his home and 
he loses his family. In the com- 
munes, aggregations of 10 to 40 
thousand ‘all purpose workers’ 
live in crude dormitories, with 
men and women largely segre- 
gated and children placed in 
wholesale nurseries. The vene- 
rated graves of ancestors, familiar 
mounds that dotted the peaceful 
countryside, are everywhere being 
plowed under. The ancient and 
rich culture of China, the re- 
spected customs and beliefs of its 
people and the basic values of 
their family life, are heire oblit- 
erated in the name of the ‘great 
leap forward’ decreed by Pei- 
ping.” 

The brutality of this method 
should not becloud the fact that 
the implacable drive for indus- 
trialization will have an inevita- 
ble impact on Asian and werld 
economy. It is impossible to 
prophesy at this stage how far 
this drive may go, but it is a 
factor to which I think this er- 
ganization should give increasing 
study and attention. 


Eastern Inv. Corp. Opens 


NORTH READING, Mass, — 
Eastern Investment Corporation 
has been formed with offices at 


213 Main Street to engage in a 
securities business. Ralph P. 
Reckis is a principal of the firm, 


Forms Jaclen Securities 

FOREST HILLS, N. Y.—Jaclen « 
Securities Co. has been formed 
with offices at 102-35 Sixty- 
Fourth Road to conduct a secu- 
rities business. Leonard H. You- 
delman is a principal of the firm. 
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The Tax Implications 
Of investment Abroad 


vestment of American funds 
abroad is preferable to govern- 
ment spending for many reasons. 
Wot the least of which is the fact 
¢that such investment assures the 
most economic use of limited 
United States resources. The plain 
truth is that the need for capital 
Dy the Free Nations of the world 
is far larger than the amounts 
which our taxpayers can reason- 
ably provide. For this reason 
alone private American capital 
must be encouraged to go abroad 
and take upon itself the task of 
preserving in the world the free 
system which we earnestly believe 
deserves to be fostered and pre- 
served. 

The foreign aid program is day 
by day losing favor both at home 
and abroad. So it becomes even 
more essential if we are to meet 
the full thrust of the Soviet eco- 
nomic offensive to create a favor- 
able climate for intelligent and 
active free enterprise abroad. The 


socially conscious businessman 
must, in a sense, supplant the 
bureaucrat. 


The concern of the President of 
the United States for the Free 
Wations of the world in this regard 
was most recently expressed in his 
address to the Colombo Plan Con- 
ference. I was pleased to note the 
great emphasis that he placed on 
the necessity for encouraging pri- 
vate United States investment 
abroad. Considerations such as 
those underlining the President’s 
address before the Colombo Plan 
Conference prompted the mem- 
bership of the Subcommittee on 
Foreign Trade Policy of the Com- 
mittee on Ways and Means to an- 
mounce public hearings on the 
subject of United States private 
foreign investment beginning on 
Dec. 1, 1958, in Washington, D. C. 


Foreign Investment Hearings 

We felt the need to provide a 
forum in which the issues in- 
volved could be fully discussed 
by competent witnesses and in- 
formation accumulated with 
which to guide possible legislative 
implementation of the public poli- 
cies which I have alluded to. In 
this connection the impact of 
United States taxation of foreign 
source income is of the greatest 
importance, and will be of great 
interest to the Subcommittee. We 
of the Subcommittee have come 
to know as a result of our studies 


and travels that Foreign Trade 
Policy cannot ke divorced from 
other aspects of United States 


Foreign Economic Policy. We 
have also been iropressed with the 
fact that uppermost in the minds 
of those considering private for- 
eign investinent is the impact o! 


United States tax policy on for- 
eign scurce income. 

Among other things the Sub- 
committee expects that the De- 
cember hearings will develop 
information, views and recom- 
mendations with respect to the 


following types of questions. 

What are the facts about United 
States foreign investment? 

What are the reasons American 
capital goes abroad? 

What forms does such investment 
take? 

What are the effects of such in- 
vestment on the host country? 


What contributions does such in- 
vestment make to the develop- 
ment of foreign trade with the 
United States and other coun- 
tries? 

What are the effects of such de- 
velopment on the economic de- 
velopment of underdeveloped 
countries? 

What are the obstacles that stand 
in the way of new and expand- 
ing investment, both here and 
abroad? 


What are the factors that condi- 
tion the climate for investment 
abroad? 


What is the proper concern of 
the United States Government 


in this field? 

What types of Governmental pro- 
grams are appropriate in the 
light of our national interests? 

What modifications in the tax 
systems of the United States as 
well as foreign countries are 
indicated? 

What has been the effect of exist- 
ing Governmental programs in 


this field? 

These questions are by no 
means the onl, ones pertinent to 
our hearings. They are merely 
illustrative of items of specific 


interest in the foreign investment 


field. You wiil agree, I am sure, 
that this inquiry is needed and 
that the findings will be helpful. 


As a member of the Committec 
of the Congress which is charged 
with the priniary responsibility 
of formulating the tax laws of the 


United States, I am particularly 
aware of the need for a searching 
review of our revenue laws as 
they apply to foreign source. in- 
come. A most charitable appraisal 
of the Internal Revenue Code as 


it applies to such income would 
find it to be capricious in result, 
formalistic in in:pact, and difficult 


to administer, understand and 
apply. I know no one who is 
familiar with tixation who does 


not believe that thoroughgoing 
legislative overhaul is long over- 
due and badly needed not only as 


a technical matter but as a mat- 
ter of policy as well. How this 
can best be undertaken will be 
one of the chief concerns of my 
Subcommittee on Foreign Trade 
Policy. 


In considering ways and means 
to encourage private American in- 
vestment abroac we must, of 
course, be mindful of the fiscal 
condition of the United States. 
We will begin our hearings in 
December at a time when the 
United States is facing a potential 


$12 billion deficit for the fiscal 
year 1959. If statements of some 
Administratio: officials can be 


taken at face value, we can expect 
that there will be proposals dur- 
ing the next Congress for in- 
creasing taxes upon some seg- 
ments of the domestic economy. 


Further, in light of recent Ad- 
ministration pronouncements, we 
cannot expect the existing level 
of Federal expenditures to de- 
cline. Reforms here can be made, 
however, in mz opinion without 
loss of revenue. Over the long 
pull, there should be substantial 
gains in revenue from these 
sources. 

Perhaps more important than 
the facts of Federal fiscal life 


in appraising the chances for ef- 
fective implementation of a pol- 
icy of encouragil'g private foreign 
investment is the incomprehensi- 
ble bias found in many quarters 
against foreign source income. |! 
do not understand this bias. It 
erises from a lack of public 
education, from a lack of under- 
standing. It is rot unusual to pick 
up a newspaper or magazine and 
find an article on foreign “tax 
havens.” The gist of such stories 
often lumps a reputable American 
business with modern-day Al 
Capones and implies if not fraud 
at least evasion of United States 
taxes. 


Principle of Territoriality 


It is in this context which we 
must view the possibility of pro- 
viding needed incentives for the 
encouragement of foreign private 
investment. It portends an uphill 
fight and behooves us, if we have 
the interest of the United States 





at heart, to at least begin by 
considering recommendations 
which, though they may not go as 
far as we believe and know to be 
necessary, have a chance of adop- 
tion. There is strong evidence to 
support the principle of territori- 
ality in taxing foreign source in- 
come (which would tax foreign 
source income only in the country 
in which is situated the principai 
establishment to which such in- 
come is properiy allocable) or at 
least a rate dilferential such as 
the ftourteen-point differential 
considered in connection with the 
1954 Code. Nevertheless, it may 
be necessary in the light of exist- 
ing conditions for organizations 
and individuals who are _ inter- 
ested in spreading the doctrine of 
Free Enterprise throughout the 
world to consider all approaches 
for achieving this end in addition 
to those which have received 
prominent attention in the past 
In this regard, among othe 
things, I would think it wise foi 
those who have skill and compe- 
tence in the field of the taxation 
of foreign source income to direct 
their attention to the proposal oj 


deferral of Uniied States tax on 
foreign source income until it is 
severed for domestic use. This 
proposal has already received 


some attention. 


You are, of course, aware of the 
possibilities for the deferral of 
United States taxes on foreign 
source income which now exist 


under the Internal Revenue Code. 
But, the benefits of such deferrals 
through the utilization of foreign 
subsidiaries or foreign base com- 
panies are not available except at 
great price in many instances. The 
historical development of the 
statute and the rather fragmen- 
tary gloss which has been placed 
upon it by administrative and 
judicial interpretation has effec- 
tively denied the benefits to 
many companies, 


Discriminatory Laws 


Consider, if you will, two com- 
panies manufacturing similar 
products. Company A at great 
risk embarked upon the unknown 


of toreign iivestment in the 
1920's. The .legal advice then 
available to it was, by present 


standards, poor because of lack of 
experience and_ interpretations. 
The attitude of the United States 


Treasury Department was then 
certainly far different from now. 
There were few regulations o1} 


it. 
Accepting the best advice avail- 


rulings to guide 


able, Company A _ organized its 
foreign undertaking in the form 
cf a subsidiary incorporated in, 
say Brazil. The vision of Com- 
pany A has been rewarded by 
success. The risks have proved 
worthwhile. The market was 


there. The demand for American 
ingenuity and products was there 
and Company A has known for 
some time that similar markets 
existed in Argentina, Peru, South 
Africa, and elsewhere. One would 
think it a simple matter for Com- 
pany A to transfer a part of its 
hard-earned foreign source earn- 
ings to any one of the countries 
named and establish a_ similar 
successful venture for the ultimate 
benefit of the United States and 
the countries involved. We know 
it is not. 

Now take the case of Company 
B which manufactures a product 
similar to that cf Company A. For 
years Company B watched the 
experience of Company A and, 
convinced of the wisdom of such 
foreign investment, decided to 
move into the foreign field in 
1953. It established a base com- 
pany and by utilizing this third 
countrv arrangement is develop- 
ing the markets in, say, Argen- 
tina, Peru and South Africa which 
should be available to Company A 
as well. Its accumulated earnings 
and profits in any one of these 
countries may be transferred 


without the imposition of United 
States tax to the subsidiary where 
they are most needed. Additional 
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benefits accrue to Company B such 
as the averaging of foreign tax 
rates for the purpose of achieving 
the maximum benefit of the 
United States foreign tax credit 
And it may achieve many tax 
savings on branch or other agency 
operations because its base com- 
pany is not subject to United 
States tax jurisdiction. 


Surely if we were proceeding 
de novo no one would support 
such an inherently unequitable 


and discriminatory result as ex- 
ists in the case of Company A. Yet 
we today condone it by inaction 
and thus perpetuate precisely this 
situation. History is responsible 
for the genesis of the laws which 
make this result possible, of 
course, but they seem to be per- 
petuated by an overdeveloped 
concern for the bare possibility of 
tax avoidance in some cases. 


Tax Avoidauce Issue 

I have reference, of course, to 
the operation of what is today 
known as Section 367 of the In- 
ternal Revenue Code and which 
began in less difficult times 
Section 112 (K) of the Revenue 
Act of 1932 in a campaign against 


as 


foreign personal holding com- 
panies which were then being 


utilized for the purpose of avoid- 
ing the United States capital gains 
tax. Section 367, as you know, 
applies only to exchanges which 
involve an inherent gain and pro- 
vides that, in determining the ex- 
tent to which gain shall be recog- 
nized, a foreign corporation shall 
not be considered as a corporation 
for purposes of most of the im- 
portant sections of Subchapter C 
unless, before any exchange is un- 
dertaken, it has been established 
to the satisfaction of the Secre- 
tary or his Delegate that the ex- 
change is not in pursuance of a 
plan having as one of its princi- 
pal purposes the avoidance of 
Federal income tax. 

Of course, with tax rates what 
they are today it is not difficult 
for the Treasury Department and 
the Internal Revenue Service to 
find that a purpose of contem- 
plated exchange is the avoidance 


of Federal income taxes. Defer- 
ral is so deemed. Of course, re- 
ferring again to the example, 


Company A has no desire to avoid 
the payment of United States tax. 
It simply wishes to compete with 
equality under United States law 
with Company B for foreign in- 
vestment opportunities. This it 
cannot do because Section 367 has 
fixed not only Company A but 
perhaps a majority of the primary 
companies in the field of foreign 
investment in the cement of or- 
ganization inflexibility. Business 
decisions cannot prevail and are 
frustrated, efficiency is denied. 
We are thus confronted with the 
absurdity of a nation that prides 
itself in having developed the 
greatest industrial and commer- 
cial complex in the world denying 
to its entrepreneurs the fruits of 
their imagination and _ initiative 
because of a reluctance to rid the 
Internal Revenue Code of dead 
wood. 

Even if we were to assume that 
rare thing which is the Commis- 
sioner’s approval of an exchange 
involving a foreign corporation, 
Company A is by no means out of 
the woods. Subchapter C of the 
Internal Revenue Code was 
framed with domestic business 
problems in mind. It does not take 
into account the vagaries of for- 
eign law and the policy of many 
foreign countries requiring a high 
percentage of ownership therein. 
Thus even assuming that Com- 
panv A can overcome what i« al- 
most the irrefutable presumption 
of Section 367 it may nevertheless 
find itself unable to invest where 
investment is needed because of a 
statute which should have as one 
of its principal objectives neutral- 
ity of impact between similarly 
situated taxpayers. 


It may be that we were un- 
aware of the existence of many of 
the problems confronting the 
businessman who wishes to invest 









abroad when first we framed 
these provisions of the Internal 
Revenue Code. This is no longer 
the case. We have been informed 
of the existence of the problems 
and the manner in which the In- 
ternal Revenue Code is distorting 
business decisions and preventing 
our American system from being 
carried abroad by our business- 
men. We must do something about 
this situation. 


Favors Base Companies 

In reflecting upon these prob- 
lems to which I have so briefly 
alluded, I have devoted some at- 
tention to the possibilities inher- 
ent in deferral of United States 
tax on foreign source income. | 
have wondered why it is neces- 
sary for us to force our business- 
men to seek out countries such as 
Liechtenstein, Monaco and Pana- 
ma to achieve a business result. I 
have come to the conclusion that 
no reason for forcing them to do 
so exists. It is within our power 
to provide the means of organiz- 
ing base companies for the con- 
duct of foreign business opera- 
tions in the United States itself. 
We have the example of Canada’s 
4-K companies and _. Britain’s 
Overseas Trade Corporations. As 
a matter of fact we have the ex- 
ample of practically every other 
trading country in the world be- 
fore us to follow. 

Enactment of a law permitting 
the creation of a unique class of 
comestic corporations organized 
for the conduct of business abroad 
would achieve a great deal and do 
much to provide incentives to 
foreign investment. Such com- 
panies would be in a position to 
utilize the earnings derived from 
their foreign operations for the 
expansion of their activities in the 
free countries of the world with- 
out the immediate payment of 
United States tax and would per- 
mit maximum efficiency and 
economy in conducting foreign 
business operations. Such corpo- 
rations would pay United States 
tax on their foreign source income 
only when such income was sev- 
ered from the foreign operation 
by a distribution to shareholders. 
Such corporations, and I shall 
refer to them hereafter as United 
States base companies for want 
of a better term, could and should 
be permitted to carry on all oper- 
ations now conducted by foreign 
base companies. I wish to em- 
phasize that exporting activities 
should in my opinion be included 
within permissible activities. 

Provision for United States base 
companies would not in my opin- 
ion require any change in exist- 
ing law providing for Western 
Hemisphere Trade Corporations. 
Additionally, I see no reason for 
not permitting any company de- 
siring to do so to continue to 
operate abroad through a branch 
operation, 


Welcomes Advice and Suggestions 

In discussing the possibilities of 
deferral and of establishing a spe- 
cial class of United States base 
companies for the purposes of 
achieving deferral I wish to make 
it clear that no member of the 
Subcommittee on Foreign Trade 
Policy or the Committee on Ways 
and Means has a fixed mind on 
the subject of how best to provide 
the incentive which we all believe 
necessary to encourage foreign 
investment. I have merely at- 
tempted to explore one or two 
proposals that have been put for- 
ward that seem to me, at this 
stage, to have considerable merit. 
If tax policy affords an appro- 
priate device for providing incen- 
tive, and I believe that it does, we 
have an open mind as to how 
best the tax system can be util- 
ized to provide an incentive. The 
Committee welcomes advice and 
suggestions. I have mentioned the 
possibilities of deferral and the 
potential benefits of permitting 
the establishment of United States 
base companies only because I 
believe that deferral has been 
neglected in much of the think- 
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ing of people concerned with this 
field. 

It is fair to state that the pres- 
ent fiscal condition of the United 
States should make deferral at- 
tractive to those in the executive 
department who are responsible 
for securing the revenues with 
which to meet the government's 
bills. Deferral involves no loss of 
United States revenue since by 
hypothesis every dollar of foreign 
earnings would be subject to tax 
when repatriated to the United 
States and severed from the base 
operation by distribution to stock- 
holders. 


Another reason why deferral 
and the establishment of a special 
class of United States base com- 
panies should be considered by 
the Treasury Department lies in 
the possibilities for better Admin- 
istration which such companies 
would present to those charged 
with enforcing the tax laws of the 
United States. For example, it 
might be provided that such com- 
panies file an annual return set- 
ting forth the results of the for- 
eign operation for the year. At 
present a foreign corporation is 
under no obligation to inform the 


United States Treasury of its 
operation with the result that 
many problems are encountered 


in computing the proper amount 
of accumulated earnings and 
profits from the foreign operation 
and the amount of foreign taxes 
paid and creditable. These costly 
administrative problems could be 
avoided. 


From the investor’s point of 
view the benefits to be expected 
from such companies are so obvi- 
ous that I do not need to cata- 
logue them. Suifice it to say that 
not the least of them arises from 
the fact thai the stability of 
United States law would be avail- 


able and to a cegree at least it 
would no longer be necessary to 
attempt to divine the law of a 
foreign couniry in selecting a 
base. 


If the laws of Liberia, Luxem- 
bourg, Tangiers and Liechtenstein 


pose problems of understanding 
for the businessman and even for 
legal specialists, this is under- 
standable. After all, we expect 
problems when we deal with 
other languages and peoples of 
diverse customs and ways of do- 


ing business. But the paucity of 
information available to the 
American busiressman contem- 


plating foreign investment from 
our own Government about our 
law is not understandable. The 
regulations promulgated for the 
purpose of implementing those 
provisions of the Internal Rev- 


enue Code which provide for the 
taxation of foreign source income 
are less than full. This, along with 
the fact that the Internal Revenue 
Service has issued few public rul- 
ings in the field makes it difficult 
for even the tax specialist to ad- 
vise in this area. Here, as per- 
haps nowhere else, certainty is a 
prime requisite. It is not fair to 
expect a businessman to feel his 
way into a situation which may 
rob him not onty of the fruits of 


his foreign endeavor but of his 
domestic profits as well. 
I hope, therefore, that some 


attention will be devoted during 
the course of our hearings by both 
Administration and Public wit- 
nesses to the possibility of making 
more information available to the 
public as to the policies which 
are guiding the Treasury Depart- 
ment and the Internal Revenue 
Service in administering these 
statutes. 
Conclusion 
It has not been my purpose to 


exhaust or even to mention all 
the tax problems’ confronting 


those engaged in foreign business 
activities nor even to touch on 
the many ways in which the tax 
system of the United States af- 
fects foreign operations. My pur- 


pose has been to underscore the 
my 


seriousness o* belief that 





something must be done, whether 
through the tax system or other- 
wise, to enccurage American 
capital to go abroad and to make 
the slogan “Trade Not Aid” mean- 
ingful. It has aiso been my inten- 
tion to convey an awareness of 
the fact that we in the Congress 
of the United States know that 
foreign traders liave problems and 
our sincere desire to do something 
about them. I would like to im- 
press upon you the necessity of 
being your owi advocate; to let 
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you know that while I appreciate 
all that has been done by this and 
other organizations, which exist 
for the purpose of carrying our 
way of life abroad, that neverthe- 
less a great deal more has to be 
done by you, both at home and 
abroad, to create an understand- 
ing of the contributions of Ameri- 


can business not only to the 
United States but to the free 
world; and that herein lies the 


world’s best answer to Communist 
Imperialism. 


The Security I Like Best 


A. T. & T. — ALLEN 


that, with the facilities and per- 
sonnel available together with the 
hundreds of millions of dollars 
being spent, many new products 
and developments should be 
forthcoming from A. T. & T. 
Because of their capabilities and 
resources, the government has 
vested in the American Tel. & Tel. 
people the responsibility for some 
of our most important defense 
work. Western Electric constructed 
cur 3,000 mile Distant Early 
Warning (DEW) Line in the arctic. 
3ell Leboratories is a substantial 
contributor in our Intercontinental 
Ballistic Missile Program. Western 
Electric is a major factor in our 
Nike Missile Defense System. The 
Sandia Corporation, a Western 


Electric subsidiary, manages the 
Sandia Laboratory for the Atomic 
Energy Commission, which de- 
velops, designs and tests atomic 


weapons. The scope of A. T. & T.’s 
manufacturing division can be 
appreciated when one notes that 
sales of its Western Electric divi- 
sion last year totaled nearly $2! 


billion. As a matter of fact, 
A. T. & T. was the fifth largest 
supplier to the government’s 


military defense program, 
Because of A. T. & T.’s vastness, 
geographically, it is not exposed 
to the vulnerability of other 
utilities, where local recessions 
could cause considerable distress. 
It is readily acknowledged that 
the United States possesses its 
technological and industrial 
leadership because of its advanced 
communications network. 


A. T. & T.’s Bell system controls 
about 82°, of the 65 million tele- 


phones in the United States. All 
of the other countries of the world 


combined have only about 58 
million telephones. 
In addition to supporting its 


telephone system, A. T. & T.’s 
Microwave Radio System services 
80% of the channels on our tele- 
vision networks, covering 513 TV 
stations in 348 cities. A. T. & T.’s 
Microwave Radio System is still 
in the expansion stage. 

Most important of all, the man- 
agement of A. T. & T. is well 
aware that the company’s common 


stock has been a very poor 
medium of investment until re- 
cently. Investors could have 


purchased A. T. & T.’s stock 12 
years ago, at $200 per share. Until 
recently they would have experi- 
enced a loss if they had had to 
dispose of their shares. This has 
been a poor performance, for the 
bluest of the blue chips, especially 
in the light of the substantial rise 
in securities prices generally, 
which has taken place in that 12 
year period. A. T. & T. has also 
performed poorly as an income 
inflation hedge. In the past 12 
years a great many utilities have 
doubled their dividends while 
A. T. & T. merely maintained its 
long established $9.00 dividend. 
Thus, the buyer who purchased 
A. T. & T. for capital gains would 
have fared as badly as the investor 
who purchased this solid blue 
chip equity for return. 
Therefore, it is a challenge to 
A. T. & T.’s management, which 
is apparently able to find solutions 
to more difficult problems, to 
rectify the poor performance of 


the company’s stock as an invest- 

ment medium. They can achieve 

this by taking several steps, such 

as: 
(1) More internal and less ex- 

ternal financing. 

(2) Securing more aggressively 

the rate increases to which 

the company is entitled. 

A substantial and continu- 

ing cost-cutting program. 


(3) 


(4) Issuing fewer equity shares 
than heretofore. 
In addition to the above, one 


can look for other favorable forces 
coming into play. A tremendous 


part of the postwar expansion 
program is an accomplished fact 
and now ought to. contribute 


somewhat to the earnings picture. 
Too, the vast research program 
should begin to pay off in con- 
tinually increasing stages. 

Various investment trusts have 
become aware of the changing 
picture in A. T. & T. in recent 
months and have taken positions 
accordingly. Some of the trusts 
who have added A. T. & T. and 
the amounts they have purchased, 
according to their latest quarterly 
reports, follow: 

Shares 


Investors Mutual . 1,900 
T. V. Electronics. 7,000 
Boston Fund .- ; 34,000 
State Street Investors 6,100 
Wellington Fund ~- 7,000 
Lazard Fund ~. 25,000 


All factors considered, it is the 
opinion of this writer that the 
common stock of American Tele- 
phone & Telegraph, selling at 
around $194, is a conservative 
investment providing little risk, 
and possessing the potential of a 
very surprising market perform- 
ance over the not too distant 
future. 


SPRAGUE ENG. — GHERSEN 


tions, are used in checking out 
fuel systems, hydraulic systems, 


automatic controls, high and low 
pressure air systems and refrig- 
eration. Such units are needed at 
the time of testing new planes or 


during specified time check-up 
periods and for general main- 
tenance work. 

In connection with company- 


made test equipment, it is neces- 
sary to manufacture special valves 
and other components that are 
used in connection with the 
equipment or for specialized pur- 
poses. Miscellaneous equipment 
made include power units, air 
boosters,, hydraulic pumps, filters 
and miscellaneous valves. In addi- 
tion, the company also makes ac- 
cumulators which are cylindrical, 
piston-type used as a source of 
auxiliary, or small power supply. 

The advent of jet-powered com- 
mercial aircraft with its more 
complex structural operating sys- 
tems require more exacting tests 
and check-outs. Hence, the use of 
Sprague-manufactured equipment 
becomes even more important and 
indications point to greater num- 
bers of such equipment that will 
have to be used. Sprague has been 
making such test and supporting 
equipment for military jets for 
several years, thus the transition 
to its adaption for commercial jet 
aircraft will be simple. 

Much of the company’s equip- 






ment is transportable On pneu- 
matic-tired trucks so that it can 
be used freely around air ports 
or industrial plants. In connection 
with new commercial jet airliners, 
the company’s ground power sup- 
ply trucks will find increasing 
utilization inasmuch as it supplies 
the air power for automatic start- 
ing of jet engines. 


Sprague is also active in the 
design and manufacturing of 
equipment for operation and test- 
ing of missiles. One large console 
unit is about to be shipped for 
the Atlas program. Another order 
has been filled for testing of the 
Bomarc. Equipment has also been 
furnished by Sprague for use with 
Bomare and many other missiles. 
of orders 


Present back-log 


amount to approximately $3.5 
million which compares to ap- 
proximately $4.7 million at the 


end of the company’s last fiscal 
period ending Sept. 30, 1957. The 
company is actively bidding on 
new contracts and incoming or- 
ders, following a lull in the Fall 
of last year, are now building up. 
As government expenditures for 
aircraft and missile industries ac- 
celerate, this company should par- 
ticipate. Inasmuch as the nature 
of the company’s activity is in the 
manufacturing of test and check- 
out equipment, orders for such 
units usually come at the tail end 


of the develepment and produc- 
tion programs. 
At the present time, it is esti- 


mated that approximately 75°) of 
the company’s sales are directly 
or indirectly for the military. The 
balance of 25° is sold to mis- 
cellaneous industries including 
chemical, oil, utilities, etc. repre- 
senting commercial applications. 


With the introduction of the 
company’s newly-developed re- 
frigeration equipment, it appears 
highly probable that the commer- 
cial business will increase sub- 
stantially in the future. During 
the past year, the company has 
been developing and testing a 
small, hermetically-sealed com- 
pressor designed to operate on 
direct current from a storage bat- 
tery. This direct motor-driven 
unit will be furnished to makers 
of refrigeration equipment, and it 
is estimated that these refrigera- 
tors and deep-freeze units ranging 
from 2 to 12 cubic feet will sell 
between $50 to $250 each. Several 
of these units have been installed 
and are now being field tested on 
dairy trucks, boats and trailers. 


The company is very optimistic 
about the large potential market 
for these units which would in- 
clude small dairy and food trucks, 
trailers, station wagons and boats. 
Hence, it can readily be adapted 
for both commercial and leisure 
time civilian activities. The unit 
would operate directly off the 
storage battery of a car or from 
an auxiliary storage power supply. 
While further testing is now being 
conducted, the company feels that 
it will be ready to market this 
product in the Spring of 1959. 
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Inasmuch as this new refrigera- 
tion unit is adaptable to mass pre- 
duction methods, the company 
feels it can handle 100 units a day 
with present facilities. Should 
substantially larger production 
schedules be required, the com- 
pany has over five acres of lang 
at its preseht plant site that could 
be used for necessary expansion, 

Of course, there is no way of 
estimating the potential market 
for this unit. However, it does 
not require much imagination te 
believe that the possibilities are 
indeed large. 

On an average net sales price 
of $75 per unit, the following 
earnings per share (after taxes) 
would be indicated for the as-+ 
sumed profit margins: 


Profit Margins 


Units 15% 20% 
30,000 $ .52 $ .69 
50,000 86 1.15 
100,000 1.73 2.30 
The company feels that it has 


full patent coverage on this com- 
pressor unit, but this protection 
has not been tested. 

Based upon the company’s cur- 
rent operations and foreseeable 
prospects, the stock appears rea- 
sonably priced relative to shares 
of other similar companies in the 
market. The current price, there- 
fore, seems to give only modest 
recognition to the large potential 
increase in sales and profits that 
could result from the introduction 
of the company’s new refrigera- 
tion product. Assuming minimum 
expectations for the company’s 
new line and only moderate gains 
for the company’s existing prod- 
ucts, earnings by the company for 
the fiscal year ending Sept. 30, 
1960 could amount to between $2 
and $2.50 per share. 

The management has shown it- 
self to be resourceful and able ang 
is open-minded to consider new 
acquisitions that would compli- 
ment its own activities or to be 
merged into a larger operation 
that would provide shareholders 
with interesting growth oppor- 
tunities. 

On the basis of the foregoing, 
Sprague Engineering appears te 
be an attractive situation in its 
field with the possibility that its 
sales and earnings over the next 
two years can rise materially. 
Hence, the stock offers considera- 
tion from the standpoint of capi- 
tal appreciation possibilities. Cash 
dividends now being paid at the 
annual rate of 40 cents per share 
will likely continue to remain 
modest in relation to earningg, 
which is characteristic of growth 
companies. Stock dividends will 
probably receive future attention. 


Now With Moody Secs. 


(Special to THe FrnanciaAL CHRONICLE) 
SPRINGFIELD, Mass.—Clifford 
B. Nelson has become associated 
with Moody Securities Co., Woad- 
ruff Building. He was formerly 
with B. C. Christopher & Co. for 
many years. 
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securities Salesman’s Corner 





By JOHN 


Use Cooperation 


Healthy competition among the 
members of a sales organization is 
a very desirable condition and 
should be encouraged. But even 
more important in achieving 
greup success is a spirit of coop- 
eration and working harmony 
thet can be obtained if you can 
convince all inembers of your 
sales team that a policy such as 
this will work to their ultimate 
advantage. Here is an example of 
how #vorking together can create 
busimess and develop new clients. 


Not Everyone Knows How to 
Miik a Cow 


Here in my town, like many 
others, we have seen the residen- 
tial areca grow and expand so that 
some of the property that was 
considered way out in the country 
only a few years ago has now be- 
come valuable city real estate. 
About a year ugo a friend of one 
of the men in my office told 
him that the ought to try and do 
business with a certain lucky fel- 
low whe once owned a large dairy 
farm and had just sold his land 
for a tidy several million to a real 
estate development. Our former 
dairyman might now be looking 
for some income paying securities. 

After several months of trying 
fer an appointment, this salesman 
finally met the doiryman and they 
had a brief visit. He was informed 
that no securities would be 
bought by him and that he was 
geing to rely solely upon the ad- 
viee of a friend who was an of- 
fieer im one of the commercial 
banks whom he had known for 
many years. The interview ter- 
minated without much promise of 
eventual success and, although the 
salesman tried several times to do 
business with this prospect, he 
was constantly rebuffed with the 
same admonition that all securi- 
ties should be submitted through 
the banker friend. 

The bank contact which the 
salesman had evas not of the best. 
He was at a certain competitive 
disadvantage and it did not look 
very promising that he could do 
business through the dairyman’s 
friend at the bank. Despite the 
apparent attractiveness of the 
dairyman’s account, the salesman 
was beginning to entertain the 
idea of giving up on it. 


Enter Salesman Number Two 

Just about this time a new face 
entered the piciure at the bank. 
A life-long friend of another 
salesman in the organization had 
been hired to fill a vacancy in 
the investment department. Sales- 
man number two began doing 
some business with the bank for 
its own investment account. A re- 
view of prospects clearly indi- 
cated that salesman number two 
might be able to do business with 
the dairyman because he was now 
doing business with the bank. His 
friend in the investment depart- 
ment made an appointment for 
him with the other bank officer 
and salesman number two found 
him to be both cordial and coop- 
erative {obviously due to the 
friendly relationship existing be- 
tween the other bank officer and 
the salesman and possibly because 
the bank was now also a customer 
of the firm). 

Salesman number two received 
a first time order from the dairy- 
man through the bank and sales- 
man number one turned the ac- 
count over to him. When he 
delivered the bonds to his cus- 
tomer, he discovered that he was 
still mueh more interested in cows 
than in bonds. This was made to 
order for him as he had spent his 
earlier years on an Arkansas farm. 
They hit it off together right from 


DUTTON 


to Increase Sales 


the start. They talked cows, farms, 
feed and milkin’ to a point where 
our salesman was ready to bet a 
10 spot he could get more cream 
out of old bossy in five minutes 
than his customer could in 10. The 
account is now active and it looks 
as if the ice has been broken all 
around. 


What Is in It for Salesman 
Number One? 
The next time there is a similar 
sales problem, which other men 


Continued from first page 


may have prospects will be ex- 
changed and the salesman who 
gave up this account to a man 
who was in better position to 


secure the business may then be 
on the receiving end. In the long 
run, no one loses when prospects 


are exchanged for a good and 
valid reason but everyone is 
better off. The first salesman 


would have wasted more time, or 
would have given up, and the 
business would not have materi- 
alized. As it was, he made it pos- 
sible for one of his associates to 
obtain the account and the next 
time tnere is an opportunity to 
reciprocate, he will benefit. Mean- 
while the firm, the individual 
salesmen, and yes, even the client, 
all are better off. You have to 
know about cows be able to 
milk them. 


to 


Dealing with Prosperity 


too much laxness in the efficient 
and economic operation of our 
businesses. Too often we have 
acted on the basis of comfortable 
expediency rather than sound 
principle. I think this can be said 
of our whole population, in cer- 
tain respects. 


Time for Self-Discipline 


During this entire period, and to- 
day more so than ever, our nation 
has been engaged literally in the 
greatest struggle of its history for 
its way of life, indeed for its very 
survival. This is a time calling for 
almost heroic self-discipline and 
maturity, in business, in educa- 
tion, in our national political life 
end in our international relation- 
ships. Much economic good has 
come to us in the past decade. 
Fortunately, our excesses during 
this time have not done us any 
irreparable damage—as yet. 


But two things in particular 
create concern about our economic 
behavior. One is the extent to 
which emotion — psychology—has 
influenced the course of our econ- 
omy and intensified the boom- 
and-bust cycle. The other is our 
growing inability to handle a rela- 
tively new and virulent inflation- 
ary force in our economy. 


The recent recession provides 
evidence that we have improved 
our ability to cope with traditional 
business cycles by more skillful 
use of fiscal and credit policies, 
by the development of various 
programs that underwrite the in- 
come of the American family—by 
the whole group of so-called 
built-in economic stabilizers. We 
have not, however, displayed the 
capacity to deal with prosperity as 
well as we deal with adversity. 

I am convinced that business 
can and should do a more effec- 
tive job in limiting booms and 
busts. Business itself is just as 
much prey to psychological forces 
as is the general public. It has 
tended in the past to accentuate 
business cycles by its own ex- 
cesses of optimism or of fear, by 
unduly wide fluctuations in its 
investment and production pro- 
grams. 

Assuming that we are now ex- 
periencing a strong economic re- 
covery, what will happen if we 
in business follow our past be- 
havior patterns? In all probability 
when recovery is already well un- 
der way, a lot of companies will 
suddenly realize that their present 
plant is obsolete or their capacity 
is inadequate. Everybody will 
start to move at once on costly 
rush building programs, creating 
log jams in the building and ma- 
chine tool businesses and driving 
costs and prices upward. They 
will increase their actual spending 
on those programs as the economy 
nears a peak, thus forcing a boom 
and stimulating inflation. Again, 
many industries will plunge from 
partial production into all-out 





overtime production in an attempt 
to get ahead of the market. 

Some of this sort of thing 
inevitable in our kind of economy. 
Seasonal factors, the timing of 
specific markets or other circum- 
stances affect our ability to resist 
the pressures of economic cycles. 

But a calmer, steadier, more ra- 
tional outlook on the part of busi- 
ness will help substantially to 
bring about a sound and gradual 
recovery, to provide more jobs, 
and to minimize the pressure 
toward a new inflationary boom. 

It is the hope of many econ- 
omists that a resurgence in the auto 
industry will set us firmly on the 
road back to economic growth and 
that, in due course, increased cap- 
ital investment; particularly in 
modernization of plant and equip- 
ment, will pick up the pace of our 
economy. A substantial increase 
in capital investment in 1959 
dependent to some degree, how- 
ever, on an improvement in cor- 
porate profits—a point that I will 
get to momentarily. Certainly it 
would seem wise for companies in 
need of modernization and ex- 
pansion to act now, and not toward 
the end of 1959, when the current 
advantages in labor and materials 
costs may no longer prevail. 

I have no doubt that manage- 
ment will make every effort, 
conditions improve, to maintain 
the tight rein on operating costs 
that the 1958 recession forced upon 
them. 


is 


is 


as 


We Cannot Forget Inflation 
For a Moment 

Improving business practices, 
however, is chiid’s play compared 
to the question of our ability to 
control other urgently serious 
long-run tendencies in the econ- 
omy. The fact that at present 
there may be a temporary lull in 
the inflationary rat race should 
not be permitted to take our eyes 
off what seems to be the most 
serious single issue confronting 
the domestic economy. 

One of the most ominous notions 
ever to take hold of the American 
mind is the widely held theory of 
the inevitability and even desir- 
ability of gradual or creeping in- 
flation. Many people seem to have 
bought, lock, stock and barrel, the 
idea that chronic inflation is es- 
sential to economic growth. 

Of course, no one advocates 
rapid inflation—they merely sug- 
gest that a slow growth of a few 
percent a year is not really bad. 
The trouble is that the effects of 
such inflation are cumulative. 
They cause great hardship for 
those with dollar savings and 
fixed income. Moreover, there is 
no guarantee that inflation can be 
held to a slow pace. 

There is plenty of evidence to- 
day that as people begin to realize 
what is happening, more and more 
groups try to protect themselves 
against it by means that are in- 
trinsically inflationary. 


The Commercial and Financial Chronicle .. 


Wave earners with the power to 
do so begin insisting on escalator! 
clauses and other protective de- 
vices that have the- effect ef re- 
inforcing inflationary pressures. 
Others feel they have no choice 
but to become speculators, rather 
than savers and investors. 

If a choice really had to 
made between the evils of slow 
inflation and large-scale unem- 
ployment, I’m sure most of us 
would choose the former. But such 
a choice does not necessarily: have 
to be made, and if it did,-it 's 
doubtful that the alternative of 
slow inflation would be open to 
us for very long. 

Sooner or later, all. of us are 
going to have to face the fact that 
inflation is inherently evil. Let us 
hope that we can learn it sooner 
by learning the obvious lesson 
from the limited experience we 
have already had, rather than late: 
when we are confronted with the 
harsh reality of runaway inflation. 

Actually, inflation serves no one. 
It first hurts the weak and the 
poor. It taxes most severely the 
savings of those who cannot pro- 
tect themselves—small ‘saver's, old 
people, widows and children liv- 
ing on fixed incomes, school teach- 
ers, preachers, and civil servants 
who have no escalator clauses in 
nand. Gradually, however, it gets 
to others in more favorable and 
flexible circumstances, as the cost 
of living cancels out the advances 
in money incomes and as rising 
prices put a damper first on ‘sales 
and then on employment. ‘When 
profits sag too far, industry pulls 
in its horns and we face a new 
set of problems. The ultimate con- 
sequence of our present ‘course 
may well be a profit S&quéeze so 
severe as to halt our economic 
progress and undermine ‘the: sta- 
bility of the whole economy.’ 

There has been much talk 
the past year or two about the so- 
called wage-price spiral. *Gener- 
ally, controversy has turned ‘on 
the question of 
business profits are fair or unfair, 
whether wage demands are‘exces- 
sive or merely fair and reason- 
able. I don’t want to get into that 
controversy because I think it is 
futile. No one on either side of 
the fence is going to feel that his 
position is unjust or unreasonable. 

I do suggest that all of us-can 
see a trend in our economic life 
that has most important conse- 
quences for all of us—the worker 
and the housewife just.as much as 
the industrialist. : 


be 


The Need for. Profits 

In the past decade, corporate 
profits have steadily and sharply 
declined in relation to our Gross 
National Product, They have been 
maintained at an annual-level of 
about $17 to $18 billion while-the 
Gross National Product rose from 
about $260 billion in 1948 to $440 
billion in 1957. In that same pe- 
riod, corporate employee compen- 
sation increased about 80%—from 
$90 billion in 1948 to $160 billion 
in 1957. I have no idea .whether 
the rise in compensation and -in 
actual wage rates is just-and fair 
on an abstract, theoretical basis. 
But I do think we must. ask 
whether the failure. of: profits to 


keep pace with economic growth. 


is healthy for this country and its 
people. I think it is a question of 
just as deep concern to the Ameri- 
can worker as it is to the indus- 
trial manager. 

All of the evidence: of. recent 
years points not only to a. con- 
tinuation, but to an acceleration 
of this trend. 

Obviously, under our economic 
system, capital formation and 
therefore profits play an essential 
role. 


one commentator, the seed corn 
of our progress. 

Our ability to raise _ living 
standards, to pay better real 


wages rests heavily on industry’s 
ability to invest capital in new 
and improved facilities and tools 
and in development of both new 
products and improved manufac- 
turing methods. 


in - 


equity—whether - 


They are, in the words. of 
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ital in order 
of produc- 


We must have Ca} 
to accelerate the pace 


tivity increase. Yet that capital 
formation .is increasingly being 
hindered by cost increases sub- 


stantially in excess productiv- 
ity. 

There should be doubt in 
anyone’s mind that the great driv- 
ing force behind industry is the 
profit motive. The great contribu- 
tion of industry to social progress 
has been the creation of the 
wealth that has made much of 
that progress possible 

Let’s not forget that our. present 
system has brought about the 
highest levels of real security and 


social well-being the history 
of man. We ought to look hard 
at how we are living today as 


against how we were living 30 or 
20 vears ago or even 1) years ago. 
We ought to look especially hard 
at our progress over the past dec- 
ade. A lot of things which caused 
depressions and insecurity as far 
pack as the industrial revolution 
have been eliminated. A lot of 
new things which maxe for stabil- 
ity and progress have been added. 


I think most Americans would 
agree that our system is doing 
amazingly well, and that it can 
go on working better and better 
as we understand better and 
improve upon it. 

Let’s remember, ‘00, that our 
basic social advances have been 
made possible by a continuous 


growth of real wealth, spurred by 
the profit incentive. Let's remem- 


ber that more and more Ameri- 
cans have a direct stake in the 
profit system—that a large part 


pensions will 
from 
trust 


of’ private old-age 
be paid out of dividends 
stocks held by the 2 
funds. 


ension 


Unfilled Social Needs 
We still have tremendous un- 
filled social needs. A dwindling 
but still large number of Ameri- 
enough 


can families do not earn 

to support a decent American 
standard. of living Millions — of 
Americans are still crowded into 
big-city slums. We need more 
schools and hospitals and more 
adequate medical care tor many 


of our people. Our facilities for 
the aged, for the mentally ill, and 


for combating uvenile delin- 
quency are seriously inadequate. 


takes an ex- 
something 
these social 


It takes money—it 
cess of wealth—to ci 
really concrete about 


problems. And I believe in all 
sincerity that the rate of our so- 
cial progress is directly hinged to 
the ability of business to create 
that excess of wealth. That means 
that business mus* itinue its 


dynamic growth. 

That growth h depends 
upon a growth in protits commen- 
surate with our over-all economic 


growth. And the evidence is un- 
disputable that at the present 
time we are moving fast in the 


opposite direction. 

How do we stem this particular 
accelerating tendency toward in- 
flation and the profit squeeze? I 


think for one thing, that we 
should concentrate heavily on 
helping more people achieve a 
reasonable understanding of the 
problem. 
Advocates Educational Job 
Somehow we must find a way 


to inform and sell Mr. and Mrs. 
America on the essential futility 
and wrongness ot the _ present 
course of events. That's not easy 
to do, Many will say: “Look who’s 
talking. You just want to hog it 
all for yourself.” It’s not easy 
because you are in effect asking 
people to place limits on how far 
and how fast they can increase 
their paychecks — not their real 
income, but the dollars in the pay 
envelope. That’s the tangible thing 
that tells a fellow he is doing a 
little better this vear than last. 

It’s a tough educational job be- 
cause we are dealing with a very 
powerful and universal human 
urge—the urge for more. There is 
nothing wrong with that urge ex- 
cept that it is insatiable. A psy- 
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defined 
mass of needy 
Granted ths 
ficiencies of 
think it’s a 


chologist as nan as “a 
protoplasm.” 
possible spiritual de- 

that definition, I 
pretty fair description 
economic man. We want what 
want when we want it, and 
we want as much of it as we can 
get, as fast we can get it. Of 
course, the process of maturing is 
largely o of bringing those 
wants under reasonable control, of 
recognizing that others, too. have 


ol 


we 


as 


wants and needs. We learn that 
there is never enough of every- 
thing to satisiy everybody. And 
ultimately we arrive at the idea 


of sharing ot each according to 
his. wants. because there isn’t that 
much to ¢o9 around, but each, 


roughly. according to his produc- 
tive contribution. 
Getting this message across is 


by no means a hopeless task. The 
recession had at least one 
salutary effect. People are wak- 


has 


ing up te the facts of inflation. 
They are beginning to see the 
effect and te add up two and 
two. More American working 


people have learned that there are 
limits to how far profits can be 
reduced befere industry is forced 
to stop building and stop produc- 
ing, and therefore to stop provid- 
ing jobs and job stability. 


More Americans see the rela- 
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tionship between fast-rising wages 
and rising prices and living costs. 
They see the relationship between 
higher prices and sales resistance. 


They know that lowered sales 
mean less production and fewer 
jobs. 

sney are discovering that, in 


our economic system, all groups 
must share in the growth made 
possible by increasing productiv- 
ity and by the continual invest- 
ment of venture capital. They are 
beginning to be aware that exces- 
sive gains by any one group can 
only lead to everybody sharing 
ii re and more of less and less. 

Whether that awareness is suf- 


ficiently developed to hold in 
check the insatiable urge for 


“more” is quite another question. 

A tremendous educational job 
remains. And we must hope that 
those who have the public’s ear 
will participate fully in that job. 
The problem must be explained, 
re-explained, and explained still 
again in terms that everyone can 
understand. 

If we can get this one message 
across, then I think we can con- 
fidently anticipate a return of the 
United States economy to _ the 
path that leads to the golden land 
of America’s dreams—a land of 
milk and honey, and two Thun- 
derbirds in every garage. 


Current Money Market 
Developments and Prospects 


duce the decline of interest rates 


in late 1957 and early 1958. 


The Forces Which Braked the 
Decline in Interest Rates 


The next question to be con- 
sidered is what were the forces 
which breked the decline in in- 
terest rates in the first half ol 
the year. Here again the forces 
were complex and it is easy to 
oversimplify One of the most 


tactors was the shift olf 
funds by institutional investors 
such as life insurance companies 
and savings banks away from the 
corporate bond market to invest- 
ment in residential mortgages. In 
effect, through this shift inves- 
tors took retuge from the precipi- 


important 


tate decline in corporate’ bond 
yields. Some of these funds went 
into conventional mortgages but 
a great deal went into FHA fi- 
nancing. Contrary to the belie! 
of many students of the housing 


market, easy and readily available 
credit agi stimulated residential 
consti tion, which has just 
reached a seasonally adjusted rate 
of 1,200,000 Commitments 
to provide mortgage financing 
made early this year should keep 
housing at a high level the rest 
of this year even though mortgage 


starts. 


credit is now tightening. Thus, 
the shift capital funds away 
from the corporate bond market 
early this year to meet an ex- 
panding demand for residential 
mortgage credit tended to slow 
the decline in corporate bond 
yields. 


Another basic force which acted 
to brake the decline of interest 
rates in the first half of this year 
was the continuing heavy demand 
for capital funds by business and 
industry. The lower interest rates 
apparently whetted the demand 
of borrowers who had dropped 
out of the market as rates rose in 
the first halt of 1957. Moreover, 
many corporations which had re- 


sorted to short-term commercial 
bank financing during the first 


half of 1957 in order to avoid the 
high long-term rates were en- 
couraged by the lower rates to is- 
sue long-term debt and to pa 
off their bank loans. The result 
Was that. despite the business re- 
cession the total of new capita! 
issues by corporations in the first 
half of this year amounted to $5.8 
billion, only a little under the 


_braked 


very high figure of $6.6 billion in 
the same period in 1957. As a 
matter of fact, if the issues of 
bonds by state and local govern- 
ment units are added to the cor- 
porate issues, the total for the 
first half of this year amounted 
to” $10.3. billion, slightly higher 
than the $10.1 billion figure foi 
the same period last year. 

Still another factor praking the 
decline in interest rates in the 
first half of: this year was the faci 
that during 1956 and 1957 institu- 


tional imvestors had built up 
large: backlogs of forward com- 
mitments to make industrial and 


residential loans. These investors 
were thus in a strong position to 
resist the low rates which devel- 
oped this Spring. With the ex- 
perience. of sharply declining rates 
in 1953-54 and sharply rising rates 
in 1955-57 fresh in mind, investors 
were reluctant to purchase secu 


rities at low rates which were 
considered temporary. 

One of the forces which un- 
doubtedly slowed the decline in 


interest rates was the fact that the 
Treasury did not confine itself to 


short-term offerings in the first 
half of this year as had been 
widely expected. Instead, th: 
Treasury took advantage of th. 


more readily available supply of 
intermediate- and long-term funds 
to bring out. modest amounts oi 
such issues. The increase in the 
supply of long-term Treasury) 
bonds was thus a factor in slow 

ing the decline in rates. In addi- 
tion, as the prices of Government 
securities rose in the first half of 
this year, an increased supply ot 
Governments came onto the mar- 
ket as institutional investors took 
advantage of the chance to sell 
some of their. holdings at smaller 
losses. In the late Autumn of 1957, 
of course, prices of Governments 
had fallen to low levels, but bys 
Spring of this year a strong pric 
recovery had taken place. Thus. 
losses on sale were not so great a 
deterrent. 

Stiil another force which 
the decline of rates was 
the unwillingness of commercial 
banks to use their free reserves 
to reach out for long-term Gov- 
ernment bonds. In 1953 and 1954, 
the Federal Reserve eased 
credit, the banks had reached out 
for long Governments and this 


as 


had been an important factor in 
the decline in 


rates at that time 
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This year, however, the commer- 
cial banks tended to limit their 
purchases of Governments to 
shorter maturities, Thus, they 
did not act to depress long-term 
rates. 

Finally, a key force in braking 
the decline in rates was the real- 
ization which grew with investors 
and borrowers that the Federal 
Reserve still had a weather eye to 
the danger that excessively easy 
credit might set the stage for an- 
other infiationary boom. It grad- 
ually became apparent in the first 
half of the year that the Fedcral 
Reserve would seek to avoid 
overdoing credit ease as it did in 
1953-54. 


The Forces Which Produced the 
Sudden and Sharp Rise in Interest 
Rates During the Past Few 
Months 


Let us turn now to the forces 
which produced the sudden and 
sharp rise in interest rates dur- 
ing the past few months. There 
can be little doubt that the factor 
which touched off the upturn was 


the bursting of the speculative 
bubble in the Government secu- 


rities market. This is a fascinat- 
ing story which cannot be told 
adequately here. In early June 
luc 2tcaouly made a Casa offering 
of a little over $1 billion of long- 
term 344% bonds. The amount 
was set at this figure because ad- 
vance study indicated that $1 bil- 
lion of a lone bond could be mar- 
keted successfully to genuine 
non-speculative long-term invest- 
ors. Experience after the offering 
indicates that this appraisal was 
correct. However, at the’ same 
time the Treasury made a pack- 
age exchange offering = giving 
holders of maturing securities the 
option of subseribing to either a 
114% certificate or an intermedi- 
ate bond at a 2°,% rate. Subscrip- 
tion to the intermediate bond 
sue was a surprisingly high $7.4 


is- 


billion and undoubtedly much of 


the issue went to speculators who 
purchased the bonds on thin mar- 
vins in the expectation of a “ride.” 
Instead shortly after the issue 
came out the 2°xss began to show 
price weakness and soon precipi- 
tated the entire Government bond 
market into a prolonged price de- 
cline. At the core of this decline 
was, of course, excessive specu- 
lation. VYhus, the factor which 
precipitated the rise of interest 
rates in recent months was _ th 
bursting of the speculative bubble 
in the Government — securities 
market. 

However, there were other im- 
portant reasons contributing to the 


rise of interest rates. Of basic 
significance is the continuing 
heavy demand for capital funds. 


During the first three quarters of 
this year the combined new capi- 
ful issues by corporations and 
state and loeal governments units 
amounted to $14.8 billion as com- 
pared with $14.6 billion in the 
»me period last year. Thus, in 
this year of recession, the com- 
Lined demand from these twv 
great users of capital funds 
greater than the record figures of 
last year. Moreover, we have, of 
course, experienced a_ significant 


is 


increase in the demand for resi- 
dential mortgage credit. 
In addition, in the last few 


months more and more confidence 
has been generated in business 
recovery. As business conditions 
have improved and seem destined 
to improve even further in com- 


ing months, the implication is 
that the demand for capital funds 
will be well sustained and may 


even be increased. Moreover, the 
expectation of continued business 
recovery suggests a tightening ol 


Kederal Reserve policy as _ the 
weeks 2o on. 

A major factor in the rise of 
interest rates since the Summer 


was the big Federal deficit in this 
{iscal year, estimated to be close 
to $14 billion on a cash basis. The 
shock of this great deficit, and 
the realization that most of it will 
probably have to be financed with 
the commercial banks, undoubted- 









ly laid the basis for a wave of 
inflationary psychology through- 
out the country. To some degre 
the rise of stock and real estai 
prices must be explained in terms 
of this inflation psychology. The 
importance of this for interest 
rates is that when investors ex- 
pect inflation a premium is likely 
to develop in the rate of interesi 
to compensate for the anticipated 
decline in the value of money. It 
is likely that some part of the 
rise in interest rates in the past 
few months is attributable to an 
inflation premium. 


Not the least of the factors be- 
hind the recent rise of interest 
rates is the moderate reversal in 
Federal Reserve policy which be- 
gan with an increase in the 
discount rate last August. In 
addition to rises in the discount 
rate, the Federal Reserve's target 
on “free reserves” has been re- 
duced. Here again, however, the 
important thing is not so much 
the action which the Federal Re- 
serve has taken but the expecta- 
tion of what the authorities will 
be required to do as _ business 
recovers. 


What Does the Future Hold in 
Store? 


Finally, | would like to conclude 
by commenting briefly on what 
the short-run future holds in store 
for the capital market and interest 
rates. As events of the past year 
suggest, crystal ball gazing about 
interest rate prospects is a 
hazardous occupation. However, 
the future seems much more cer- 
tain than it has been for some 
time. It is my guess that interest 
rates are bound to go higher in the 
next several months. The question 
to my way of thinking is not so 
inuch whether rates will go up 
but how much will they rise. 

The future of the capital market 
and interest rates depends, ol 
course, on the outlook for the 
economy in general. The degree 
to which we continue to have a 
recovery of business will deter- 
mine the demand for capital funds 
and will condition Government 
policy affecting interest rates, es- 
pecially Federal Reserve policy. 
During the past few months we 
have been experiencing a fairly 
rapid business recovery. A key 
index, the Federal Reserve Board 
index of industrial production, for 
example, has risen from a low ol! 
126 last April to 137 in September. 
Gross national product rose to a 
seasonally adjusted rate of $440 
billion in the third quarter of this 
year, only $6 billion below the 
third quarter rate last year. It is 
my guess that business will con- 
tinue to recover and that by the 
first or second quarter of next 
year the Federal Reserve Board 
index will have exceeded some- 
what the level of 145 it reached 
in August, 1957. Accordingly, as 
I look ahead, it appears that there 
will be a strong underpinning of 
demand for capital funds. 

Under the general economic 
conditions which I anticipate, i 
will be necessary for the Federal 
Reserve to take action to restrict 
the availability of credit in order 
to prevent the recovery from de- 
veloping into a new boom. This 
should tend toward rising rates. 

Moreover, in the months ahead 
the U. S. Treasury has several 
more billion dollars of cash to 
raise in order to finance the Fed- 
eral deficit. The amount may be 
somewhat reduced by business 
recovery and increased tax reve- 
nues. Regardless of this, the 
Treasury is bound to have a 
several billion dollar job of cash 
financing in the remainder of this 
fiscal year, and it is a good guess 
that some of this financing will be 
‘arried out by means of the sale 
of the long-term bonds to non- 
bank investors. The actual sale of 
long-term bonds by the Treasury, 
along with the expectation of it, 
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bound to 
rising rates. 


is be a factor toward 


Capital and Market Condition 

Accordingly a further increase 
in interest rates in the next 
several months seems inevitable. 
The question then is how much 
higher will rates go? It is my 
guess that the rise may not be 
of large proportions. The reasons 
for this belief are several. First, 
I believe that interest rates are 
considerably higher today than 
justified by basic economic and 
capital market conditions. To a 
cegree they have already dis- 
counted future developments. Be- 
yond this, we are now already 
witnessing a decline in the easy 
availability of residential mort- 
gage financing as funds are shift- 
ing back to the corporate bond 
field in response to higher rates. 
Consequently, it is likely that, 
barring a new Federal housing 
program, the rate of housing starts 
will soon begin a decline and, thus 
reduce the demand for residential 
mortgage credit. This, incidentally, 
would be a brake on the business 
recovery. 

Still another reason why I doubt 
that rates will “go through the 
ceiling” as some anticipate is that 
I am confident that the Adminis- 
tration can deal effectively with 
inflation psychology which has 
developed. It is easy for. us to 
underestimate how effectively the 
Administration, through resisting 
a tax cut and Federal spending 
proposals which would have made 
the deficit even greater, has al- 
ready moved to combat new in- 
flationary pressures. Likewise, the 
Federal Reserve deserves great 
credit for having moved _ s0 
promptly to offset a new buildup 
of inflationary forces. I expect 
that in coming months there will 
be more evidence of determination 
upon the part of the Administra- 
tion and the Congress to combat 
inflation, Therefore, it seems un- 
likely that the inflation premium 
in interest rates will increase in 
the months ahead. 

Finally, as rates rise in coming 
months, the very rise itself will 
tend to cut the demand for capital 
from marginal borrowers in, both 
the business and residential field. 
This will be especially true of 


state and local government fi- 
nancing. The rise self will be 
self-limiting. 

In summary, my crystal ball 


indicates a further rise of interest 
rates in the next several months, 
but the extent of the rise may 
very well be rather moderate. 


Advertising is one of 


the most useful tools im 


securing new customers 


So it’s smart to place 


your advertisement ip 
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Fulure Planning 
Appoints Chas. Bauer 


The appointment of Charles 
tauer to the newly created post 
of Regional Sales Manager of 
‘uture Planning Corporation, 350 
*ifth Avenue, New York City, has 
heen announced by Karl D. Pettit 
ir.. President. Mr. Bauer will be 
esponsibie for the establishment 
ind development of additional 
‘future Planniig Corp. offices 
throughout the Metropolitan New 
york area. 

He was previously associated 
with International News Service 
1s General Sales Manager, and 
‘rior thereto he was with United 
Financial 


9ress Associations as 
Controller. and with United Fea- 
‘ures Syndicaie and the British 


JInited Press. 


Spear, Leeds to Admit 

Spear, Leeds & Kellogg, 111 
3roadway, New York City, mem- 
vers of the New York Stock Ex- 
change, on Dec. 1 will admit 
taymond E. Grabowski, member 
f the New York Stock Exchange, 
*o partnership. 


James Lennon Opens 
Own Hartford Office 


HARTFORD, Conn. — James A. 
“cnnon is engaging in a securities 
pusiness from offices at 750 Main 
Street. He was formerly with Fed- 
erated Plans, Inc. of Boston. 


K. J. Brown Branch 
SHELBYVILLE, Ind.—K. J. 
Brown & Co., Inc., has opened a 
branch office in the Methodist 
Building under the management 
of Walter Kelley. 


Pinsker New York Office 

N. Pinsker & Co., Inc. of Hemp- 
stead has opened a branch office 
at 150 Broadway, New York City, 
under the direction of Edward 
Moskowitz. 


Straus, Blosser Branch 

CEDAR LAKE, Ind. — Straus, 
Blosser & McDowell has opened 
a branch office at Broadway and 
Lake Road under the direction of 
Frank J. Noonan. 


do you know- 


FACTS 
OF 
LIFE 


about cancer? 
[t's time you did! Last year 
eancer claimed the lives of 
250,000 Americans ; 75,000 of 
them lost their lives need- 
lessly because they didn’t 
know the facts of life about 
cancer. 800,000 Americans 
are alive today ... cured of 
eancer ... because they went 
to their doctors in time. They 
knew that a health checkup 
@nce a year is the best insur- 
ance against cancer. Make an 
appointment right now for a 
checkup .... and make it a 
habit for life. ™ 
AMERICAN CANCER SOCIETY 
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The State of Trade and industry 


paper observed. It added that “There’s nothing like a few orders 
on the books to restore confidence in the outlook.” 
This trade weekly added that economic forecasts that 1959 


vill be a better business year than 1956 could have something to 
do with the growing confidence of metalworking management 

Another angle to the improvement is that steel users have 
begun to rebuild their inventories after months of living off the 
stocks they had on hand when the recession hit. The mills are 
benefiting from this just as they suffered when inventories were 
being cut. 

This trade magazine also noted that the current recovery in 
steel is without too much help trom oil and vas, construction and 
the railroads. But these industries should be coming back into 
the market aficr the turn of the year. Oil and gas and construction 
are expected to be strong factors in the steel market in 1959. Orders 
from railroads may be slower to build up. 

“The steel market will bear closer watching from now on,” 
this trade magazine stated. “It’s not so much what is happening, 
but what might happcn that could change the complexion of the 
market.” 

“The Iron Age,’ commenting further, declared no one is 
looking for a real bind in any steel product during the next vear: 
“The mills have done too good a job of beefing up their ingot and 
finished steel capaciiy. At the same time there could be temporar: 
periods of tightness as mill delivery promises lengthen.” 

The metalworking weekly further reported that automakers 
apparently have pulled out all the stops from now until year-end 
Most of them are resorting to overtime to maintain a high level 
of output. Still, they are playing their steel inventorics close to 
the vest. They are using more sieel and taking in more steel than 
they have been. But thcy are holding the leash on advance order- 
ing and pressuring the mills for quick delivery when they need it 
and they usually get it. 

As for United States coal exports between now and 1965, 
the total permanent overseas market for United States coal should 
level off to the 35,060,000 and 40,000,000 net-ton range, or more 
than double the pre-1955 volume. 

This is the major finding of a special survey conducted by 
“Coal Age,” a McGraw-Hill publication, on the coal import situa- 
tion in five major European countries which currently account 
for some 73% of total United States overseas coe! trade. 

In 1958, exports will hit an estimated 38,000,000 tons, down 
from last year’s record peak of 58,000,000 tons. In 1959, a drop 
to 34,000,000 tons is likely and by 1960, as current high stockpiles 
become depleted, 2 movement back up to 40,000,000 tons is pos- 
sible, the magazine states. 

In the automotive industry last week the availability of 1959 
model cars in dealer showrooms was on the rise as production 
reached a new 1955 peak, “Ward’s Automotive Reports” declared 
on Friday last. 

The statistical publication estimated output of automobiles the 
past week at 141,072 units, or 20°. higher than the preceding 
week’s 117,688 units and 13° above the previous high of 125,279 
units for the year recorded two weeks ago. Last week’s total stands 
as the best yield since the week ended Dee. 14, 1957 when output 
reached 145,503 units. 

New car dealers, continued “Ward's,” will be able to display 
a complete variety of models and body styles before the end of 
November. In the first 10 days of the month, they added 45,000 
new autos to their inventories, which stood at a two-year low. of 
380,000 units. at the end of October. The 330,000 total included 
250,000 1959 models and 130,000 1958 versions. 

In striving to supply their sales forces, United States car manu- 
facturers the past week have all 49 of their assembly plants 
engaged in Saturday work, according to “Ward’s.” Because of 
strikes, which subsequently have been settled, both Chrysler 
Corp. and American Motors failed to get a full day’s production 
out on Monday of last week. Other car manufaeturers were 
assured of six-day operations last week. 

Chrysler almost quadrupled the prior week’s production 
effort, which was hompered by an office employee strike. General 
Motors programmed a 14% boost over the preceding week, Ameri- 
‘an 5°, Ford Motor Co. 3% and Studebaker-Paekard 1%. “Ward’s” 
said about one-fourth of the nation’s car assembly factories have 
two shifts in action. The remaining are single-shift operations. 

Continued top-level scheduling also was set for truck makers 
the past week, “Ward’s” noted. Volume was forecast at 24,174 units. 
up 2% over the prior week’s 23,697 units and just off the 1958 
peak of 24,838 units attained two weeks ago. The only blemish 
on the truck scene was a strike at International Harvester plants 
that began Nev. 13 over contract negotiations and has yet to be 
settled. 





New business incorporations rose to the highest level for any 
month on record in October, according to Dun & Bradstreet, Ine. 
At 13,633, they were 1.6% higher than the previous high of 13,417 
set in March 1955. The October 1958 level was up 5.4% from the 
12,932 of the prior month and exceeded the 11,251 of October 
1957 by 21.2%. 

The number of businesses chartered during the first ten 
months of this year came to 121,732, the highest ten month aggre- 
gate on record. The previous high was 120,238 for the first ten 
months of 1956. The current cumulative total compared with 
116,852 in 1957 for a gain of 4.2%. 


Steel Production This Week Estimated at 74.2% of 
Ingot Capacity 
| Automakers will step up their production schedules during the 
final weeks of the year, but steelmakers are not as optimistic as 
they were a few weeks ago, “Steel” magazine reported on Mon- 
day last. 

It appears now that the steelmaking rate at 75% of capacity 
for last week is near its 1958 peak. In October, steelmakers weve 
anticipating a rate of around 85% before the year-end. 

Automakers were committed to a lot of steel before strikes 
over local issues closed their assembly plants, As a result, delayed 
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shipments eccumulated at steel plants. One company estimated 
that finished sieel stocks increased py 700,000 tons in October alone 

Any increase in automotive requirements, unless it is unex- 
pectedly sharp, will simply offset seasonal declines in constructior 
steel and tin plaie. 

Steel mills last week operated furnaces at 75% of capacity 
down a half-point from the previous week’s rate. Production was 
about 2,024,009 net tons of steel for ingots and castings. Operations 
in Detroit at 161.5% of capacity, up five points, led the district 
rates last week. Others were 4s follows: St. Louis at 86, up 1.5 
points: Wheeling at 85, up 0.5 point; Chicago at 84.5, down 1.5 
points; Cincinnati at 63, down 3 points; Western district at 78, no 
change; Buffalo at 78, no change; Eastern district at 71, up 1 point: 
Cleveland at 71, up 2 points; Pittsburgh at 68.5, down 1.5 points: 
Youngstown at 61, Cown 1 point and Birmingham at 5%, up 1.5 
points. 

New cir sales are improving, the meialworking weekly added 
Sales averaged 11,740 daily during the first third of November 
as against 9,775 daily in the like period of October. Automakers 


call the trend encouraging, but some had hoped for a 15,000 
average. 
Steel shipments in November will be as good as October's. 


the magazine continued. Automotive sheets held up for two or 
three weeks, including scheduled production, are being shipped. 
Supporting the inarket are appliance manufacturers and a long 
list of small consumers. Shipments will probably drop in De- 
cember. 

The publication said steel service centers, that is warehouses, 
are having a better fourth quarter than they had in 1957. Cold- 
rolled and galvanized sheets are tight, plates are gaining, and 
structures are still in the doldrums. Despite the uptrends, 1958 
shipments will probably be 25 or 30% below those of 1957. 

Fourth-querter nonterrous business has surpassed expecta- 
tions, “Steel” disclosed. Free World deliveries of copper to fab- 
ricators hit an ail-time high in October. Zine, leat and nickel 
demand is elso strong. 

Scrap prices declined last week in a slow market. “Steel’s”’ 
composite on the prime grades dropped $1.46 a ton to $40.67 as 
weakness developed in the East and in Pittsburgh. Mills are 
favoring not metal at the expense of dealer scrap. 

The American Iron and Steel Institute announced that the 
operating rate of steel companies will average *124.7° of steel 


capacity for the week beginning Nov. 24, 1958, equivalent to 
2,003,000 tons of ingot and steel castings (based on averaged 


weekly production for 1947-49) as compared with an actual rate 
of 124.5% of capacity, and 2,000,000 tons a week ago. 

Output for the week beginning Nov. 24, 1958 is equal to about 
74.2% of the utilization of the Jan. 1, 1958 annual capacity of 
140,742,570 net tons compared with actual production of 74.1° the 
week before. 

Fer the like week a monti ago the rate was *126.0° and pre- 
duction 2,624,000 tons. A year ago, the actual weekly production 
was placed at 1,846,000 tons or 114.9%. 


“Index of production is based on average weekly production 
for 1947-1949. 
Electric Output Registered Good Gains the Past Week 
The amount cf electric energy distributed by the electric light 


and power industry for the week ended Saturday, Noy. 22, 1958 
was estimated at 12,579,000,000 kwh., according to the Edison 
Electric Institute. Output. improved perceptibly the past week. 


For the week ended Nov. 22, 1958 output-increased-by 261,- 
000,000 kwh. above that of the previous week and 443,000,000 
kwh. above that of the comparable 1957 week and 1,140,000,000 
kwh. above that of the week ended Nov. 24, 1956. 


Car Loadings Dropped 2.2% in the Week Ended‘Nov. 15 

Loadings of revenue freight in the week ended Nov. 15, 1958 
were 14,291 ears or 2.2% under the preceding week. 

Loadings fer the week ended Nov. 15, 1958 totaled 643,795 
cars, a decrease of 3,502 cars, or 0.5% below the corresponding 
1957 week, and a decrease of 120,103 cars, or 15.7% below the 
corresponding week in 1956. 


Car Output Rose 26% and Truck Assemblies 2% Above 
Preceding Week Following Settlement of Strikes at 
Chrysler and Budd Company 

Passenger car production for the- week’ ended Nov. 21, 1958, 
according to “Ward’s Automoiive Reports,” increased by 20% 
and truck assemblies by 2% with the termination of the’ walkout 
at Chrysler Corp. and The Budd Co. plant at Gary, Ind., supplier 
of underbody components for Rambler. 

Last week’s car output totaled 141,072 units and compared 
with 117,688 (revised) in the previous week. The past week's 
production total of cars and trucks amounted to 165,246 units, or 
an inerease of 23,861 units above that of the previous week’s 
output, states “Ward’s.” 

Last week’s car output rose above that of the previous week 
by 23,384 units, while truck output inereased by 477 vehicles 
during the week. In the corresponding week last year 151,846 
cars and 23,605 trucks were assembled. 

Last week the agency reported there were 24,174 trucks made 
in the United States. This compared with 23,697 in the previous 
week and 23,605 a year ago. 


Lumber Shipments Dropped 8.1% Below Output in the 
Week Ended Noy. 15, 1958 

Lumber shipments of 475 reporting mills in the week ended 
Nov. 15, 1958 were 8.1% below production, according to the “Na- 
tional Lumber Trade Barometer.” In the same period new orders 
were 9.1% below production. Unfilled orders amounted to 32% 
of stocks. Production was 5.3% below; shipments 7.2% below 
end new orders were 3.3% above the previous week and 8.0% 
above the like week in 1957. 


Business Failures Continue to Fall in Latest Week 

Commercial and industrial failures dipped to 260 in the week 
ended Nov. 20 from 274 in the preceding week, Dun & Bradstreet, 
Inc., reports. At the lowest level in ten weeks, casualties fell 
considerably below the 308 occurring a year ago, although they 
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remained above the 207 in 1956. Compared with the prewar 
level, 3% more concerns failed than the 252 in the similar week 
ef 1939. 

All of the week’s decline was concentrated among failures 
with liabilities under $5,000, which fell to 31 from 51 in the 
previous week and were off slightly from the 34 of this size last 
year. Casualties with liabilities of $5,000 or more edged up to 
229 from 223 a week ago, but failed to reach the 274 recorded in 
the comparable week of 1957. Sixteen of the failing businesses 
had liabilities in excess of $100,000 as against 29 in the preceding 
week. 

Manufacturing casualties rose moderately to 48 from 41, but 
declines prevailed in all other industry and trade groups. The 
toll among retailers fell to 122 from 136, wholesalers to 29 from 31, 
construction contractors to 39 from 41, and commercial services 
to 22 trom 25. Fewer concerns succumved than last year i all 
lines except service where mortality was even with 1957. 

Six of the nine major geograp ic regions reported week-to- 
week decreases. The most noticeable declines occurred in the 
South Atlantic States, off to 19 from 28 and in the East South 
Central, down to 6 from 13. In most areas declines were very 
slight: the Pacific toll stood at 62 as against 67 in the previous 
week and the East North Central at 34 as against 35. Only the 
New England and Middle Atlantic States suffered increases during 
the week, with the tctal in the latter region edging up to 89 trom 
85. Mortality exceeded lust year’s level in the New England and 
Middle Atlantic States, held steady in the East Souto Central 
and Mountain States, but fell below 1957 in the other five regions. 


Wholesale Food Price Index Last Weck Held at 
Prior Week’s Level 

Following four weeks of consecutive increases, the wholesale 
food »rice index, compiled by Dun & Bradstreet, Inc., was un- 
changed on Nov. 18 at $6.38. It was 1.6% higeer than the $6.28 
of the comperable date last year. 

Commodities quoted higher in wholesale cost last week were 
wheat, corn, Oats, cocoa, potatoes and lambs. Lower prices were 
notec in flour, rye, lard, sugar, eggs, steers and hogs. 

The index represents the sum total of the price per pound of 
31 raw ioodstuffs and meats in general use and its chiet function 
is to show the general trend of food prices at the wholesaic level 


Wholesale Commodity Price Index Rose Slightly 
In Latest Week 

Slight price increases in grains, some livestock, tin and rubber 
offset declines in steel scrap, flour and cocoa, holding the'#émeral 
commodity price level slightly above that of the prior weck. The 
daily wholesale commodity price index, compilec by Dun & Brad- 
street, Inc., rose to 276.81 on Nov. 17 from 276.66 a week earlier 
It compared with 277.33 on the comparable date a year ayo. 

Although grain trading remained close to that of the prior 
week, prices moved up fractionally. Wheat receipts in Chicago 
declined and prices rose somewhat at the end of the week. Both 
domestic and export buying was sluggish. There was a slight 
pick-up in purchases of corn with offerings light and prices u» 
fractionally. 

Trading in rye was steady leaving prices unchanged from 
those of a week earlier. Limited supplies curtailed trading in 
soybeans during the week and prices were sustained at current 
levels. Interest in soybean meal expanded substantially. 

There was a noticeable rise in supplies of flour during the 
week, and prices were moderately lower. Wholesalers reported a 
slight dip in flour trading. Prospects of increased export buying 
held rice prices at prior week levels and domestic transactions 
continued at a high level. 

Cocoa prices advanced appreciably at the beginning of the 
week, but fell moderately at the close, finishing below those of a 
week earlier in slack buying. Cocoa bean inventories at the end 
of the week in New York warehouses amounted to 63,867 bags, 
eompared witn 172,886 a year ago. 

Sugar trading and prices remained at the level of the prior 
week, Little change was noted in coffee transactions, and futures 
prices held close to those of a week earlier. 

Chicago wholesalers reported a substantial gain in hog re- 
ceipts and prices, as a consequence, dipped moderately. Trading 
was close to that of the prior week. Cattle receipts held at the 
preceding week’s level, but with a falling off in transactions, prices 
declined 2 bit. A moderate cut in lamb purchases held prices 
somewhat under those of a week earlier. 

A decline in cotton trading last week brought prices on the 
New York Cotton Exchange down moderately. The total domestic 
supply of all cottons for the current crop year was estimated at 
20,600,000 bales by the New York Cotton Exchange Service Bureau, 
the smallest amount since the 1952-53 crop year, when it stood at 
18,164,000 bales. United States exports of cotton in the peiiod 
ended on Tuesday of the past week totaled about 64,000 bales 
compared with 54,000 in the prior week anc 109,000 in the like 
week a vear ago. Exports for the season through Nov. 11 came 
to 855,000 bales as against 1,334,000 in the comparable period 
last year. 


Trade Volume in Past Week Rose Slightly Above 1957 
Level Despite Unseasonal Weather 

Although unseasonably warm and rainy weather held con- 
sumer buying in many areas below the prior week, over-all retail 
trade slightly exceeded that of a year ago. Noticeable gains over 
last year occurred in the buying of household goods and food 
products offsetting slight Ceclines in apparel. Purchases of new 
passenger cars moved up again during t e week and yeai-to-year 
declines were narrowed, spot checks show. 

The total dollar volume of retail trade in the period ended 
on Wednesday of the past week was unchanged to 4% higher than 
a year ago, spot estimates collected by Dun & Bradstreet, Inc. 
reveal. Regional estimates varied from the comparable 1957 levels 
by the following percentages: South Atlantic States +-4 to 4+ 8%: 
West North Central +3 to +7; Mountain and Pacific Coast +1 
to +5: New England and East South Central 0 to +4; Middle 
Atlantic —1 to +-3; East North Central and West South Central 
States —4 to 0%. 

Furniture stores recorded marked gains over a year ago in 
sales of dinette sets, upholstered chairs, occasional furniture and 
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bedding. Increased buying of television sets and automatic dish- 
was. ers boosted total volume in major appliances up to com- 
parable year ago levels. While sales of floor coverings and drap- 
erles matched those of the similar week last year, interest in 
linens was down somewhat. Early Christmas shoppers stepped up 
their buying of gifts, glassware and china during the week. 

Volume in women’s apparel fell noticeably from the prior 
week, with slight year-to-year declines prevailing. Best-sellers 
were sportswear, dresses and fashion accessories, but interest in 
coats and suits was sluggisn. The call for men’s clothing fell from 
both the prior week and a year ago, especially in topcoats and suits. 
Sales of men’s furnishings and sportswear matched comparable 
year ago levels. There wes little change in purchases of children’s 
apparel from last year. 

Some early shopping for Thanksgiving helped boost total food 
sales the past week. Housewives were primarily interested in 
canned x00ds, frozen foods and some dairy products. Sales of 


fresh meat, poultry and baked goods matched those of the prior 
week, 


Over-all wholesale buying of women’s apparel equalled that 
of the comparable week last year. Fill-in orders for Christmas 
merchandise moved up from the prior week, especially in hand- 
bags, jewelry and blouses. Moderate gains occurred in Spring 
coats and suits. Volume in men’s topcoats and suits remained at 
the level of a week earlier, while the call for furnishings expanded 
somewhat. Interest in children’s winter merchandise was sustained 
at a high level. 


There was a slight rise in the buying of refrigerators, gas 
ranges, laundry equipment and lighting fixtures last week, but 
volume remained below a year ago. Interest in television sets and 
radios was unchanged from the prior week. Purchases of floor 
coverings and linens were steady, but sales of Graneries declined 
inoderately. Increased buying of bedding and occasional tables 
and chairs helped boost over-all furniture volume at wholesale 
moderately over that of a week earlier. Wholesalers reported 
slight year-to-year declines in volume of toys. 


Suyers stepped up their orders for cotton gray goods the past 
week, particularly print cloths and sheetings. Apvreciable gains 
in sales of industrial gray goods occurred during the week. Slight 
increases in trading in woolens and worsteds were noted and 
volume io carpet wool matched that of the preceding week. New 
England dyers and finishers reported an appreciable rise in in- 
coming. orders. 


A marked increase in purchases of frozen focdis occurred 
during the week, especially im citrus juice concentrates, causing 
wholesale stocks to be reduced appreciably. The cail for fresh 
produce, fresh meat and dairy products moved up moderately, 
vhile interest in rice, flour and sugar was unchunged from the 
prior week, 


Department stores sales on a country-wide basis as taken from 
the Federal Reserve Board’s index for the week ended Nov. 15, 
1958 advanced 3° above the like period last year. In the preced- 
ing week, Nov. 8, 1958 an increase of 2% was reported. For the 
four weeks ended Nov. 15, 1958 a gain of 3% was registered. For 
the period Jan. 1, 1958 to Noy. 15, 1958 no change was recorded 
irom that of the 1957 period, 


Retail trade sales volume in New York City last week showed 
an increase of 5% above that of the similar period a year ago, 
trade observers estimated. 

A change to colder weather late in the week encouraged 
shopping. 


According to the Federal Reserve Board’s index, department 
store sales in New York City for the week ended Nov. 15, 1958 
showed a decrease of 2% from that of the like pericd last year. 
In the preceding week, Nov. 8, 1958 an increase of 2% was 
reported. For the four weeks ended Nov. 15, 1958 an increase of 
2% was notec, For the period Jan, 1, 19§8 to Nov. 15, 1958 an 
increase of 2% was registered above that of the corresponding 
period in 1957, 
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Continued from page 10 


Treasury Faces Debt 
Management and Sound 
Dollar Policies 


tem. It is not necessary to explain 
to this audience that lodging an 
increased proportion of the Fed- 
eral debt with the commercial 
banking system increases. the 
money supply and hence, the pur- 
chasing power of the public. The 
problem facing the Treasury is not 
just to find the necessary funds 
but rather to procure them from 
the right sources. 

Thus it becomes clezr that the 
government’s financial resources 
are not unlimited—if we are firm 
in our determination to maintain 
the value of the dollar. Every 
program requiring Federal ex- 
penditures should meet the test 
of whether it serves a useful and 
necessary purpose in the light of 
what we can afford. Unfortu- 
nately, it seems to be true that 
expenditure programs once en- 





tered into tend to perpetuate 
themselves. 
The Administration has tried 


to steer a wise course in its ex- 
penditure programs; but the Con- 
gress at this last session was in a 
spending mood. With the deficit 
we are facing and the recovery 
well under way, let us hope that 
our citizens will make it known- 
to their representatives in the 
next session of Congress that they 
want to see sound fiscal policies 
pursued. 

There are those who state that 
we should not place budget con- 
siderations above what they as- 
sert are human values. I have yet 
to find an example around the 
world where the lot of the aver- 
age man has not suffered when 
unsound fiscal policies have been 
pursued over any considerable 
period of time. 

Mortgage bankers are entrusted 
with the investment of a signifi- 
cant portion of the savings of the 
American people. Savings have 
built our economy—savings made 
on the assurance that the value 
of the dollar would be maintained. 
Without this assurance, healthy 
and substained growth in the 
American economy would be im- 
possible. 

I am sure that in the future, as 
in the past, you will give full sup- 
port to the sound policies and pro- 
grams necessary to our continued 
success in preserving the integrity 
of our currency. 
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The following statistical tabulations cover production and other figures for the 


indications of Current, ! 7 
: ce atest week or month available. Dates shown in first column are either for the 
Business Activity week or month ended on that date, or, in cases of quotations, are as of that date 





E 3 ca a . Latest Previous Month Year | ; 
AMERICAN IRON AND STEEL INSTITUTE: Week Week Ago Ago | Late Previou Year 
Indicated Steel operations (per cent capacity)--- waaltov. 30 74.2 74.1 75.0 79 4 \ ‘ font Mont! Ag 
Equivalent to— a ‘MER « AN RUC KING ASSOCIATION, IN¢ 
Steel ingots and castings (net tons)- Pa > 903.000 2 000.000 2 024.000 1.846.000 | os — . —" : oar 
1,646 i ero Ke ral reien I ported b pf 
AMERICAN PETROLEU mM INSBITL TE: carrier n tons? » i ; rae 

Crude oil and conden: outpu daily average (bbls. of | ; ; 7 #.950,04 
42 gallons each) DD Be aia ei ey, 26 6,967,885 7.003.385 6.892.585 6.831.185 | AMERICAN ZINC INSTITUTE, INC.—Month ot 

Crude runs to stilils—daily average (bbls.)--------------——- Nov. 14 7.755.000 7,686,000 7.613.000 7797 000 <7. Octobe! “ af 

Gasoline output ( bbls.) iianij ign: ia 28,095,000 27,654,000 5.991.000 26 853 000 ae ooo © itput ail grades (tons of 

Kerosene output (bbis.) iinntinceiteiitnerciasinateants 14 2,393,000 2,286,000 2 452.000 2 026 000 | 7,000 pound ) 304 63.7% 1 405 

Distillate fuel oil output (bbls. ) sk pe eel ck ee, £6 12,798,000 12. 352.000 12.704.000 12074000) Pm (tons of 2,000 pounds) 93.244 77,11 79 Ye 

Residual! fuel oil output (bbis.)- ala ia eae, Oe 6.744.000 6.849.000 6.838.000 7.618.000 Stocks at end of period (tons) 10.17 32 1] 

Stocks at refinerfes, bulk terminals, in transit, in pipe lines— me USINESS ‘ ‘ ie aes 

’ P sts INVENTORIES — , a 
Finished and umfinished ga olinne CNB.) Gk Nov.14 169,309,000 169,210,000 70,361,000 182,478,000 MERCE NEW SERIES —_ ibe a ee 
Kerosene (bbls.) at—- _— naanonaNOV. 14 32,220,000 2,369,000 $1,520,000 3,503,000 (Millions of dollars a Oe 
Distillate fuel oil (bblis.) at — ranean » 164,330,000 165,354,000 161.341.000 171.940.000 fanufa : ei 
Residual fuel oil (bbls.) at---.----------------~---—---Nov. 14 67,251,000 68,095,000 68,020,000 59.867.000 holesal 4 : > . 1a 00 
ASSOCIATION OF AMERICAN RAILROADS: Retail 12,100 12,10¢ 12 800 

Revenue freight loaded (number of cars)-------------~__ Nov. 15 643,795 658,086 595.71 647.297 — ne oe 24,300 

Revenue freight received from connections (ne. of cars)—Nov. 15 54,425 971,850 963,777 169.575 Tot ees he anc : 

. iat ‘ ‘ = . 35.900 sy 00 
ae CONSTRUCTION — ENGINEERING COAL EXPORTS (BUREAU OF MINES)— 
z S- : fonth ol Au t 

Total U. 8. construction------~--~------- ~-------------=Nov. 20 $243,008.000 $374,316,000 $251,425,000 $332,274.000 U. S. exports of Pen vania enthracite 
Private construction_-_---~-- —— -~ -= --------Nov 20 119,612,000 123,630,000 103,812,000 165.063.000 et ton : 164.117 138 
Public construction ———-—- - -- ---------------Nov. 20 = 123,396,000 250,686,000 147,613,000 167,211,000 | ro North and Central Ameri net ton 123 604 eee 449.2" 

State and municipal_--——-~~- = peewee oon NOV. 20 108,890,000 197.415.0000 120.849.0000 143.624.0900 | fo Europe (net to ths > a > 14.1] 
FPetieral 2... n0e-s-<-.=----=- — ~-——=—=aNOV. 20 14.506.000 53.271.000 °26.764.000 23 587.000 | 'o Asia (net to : Ho 27,351 12,1 
COAL OUTPUT (U. 5S. BUREAU OF MINES): lo South Ame » (net to "an 10,76 19 7 
ee coal and lignite _ ¥ ----- --~-Nov 15 é 585 000 8,600,000 8,465,000 9.147.000 |} ! a 
ennsylvania anthracite (ton ~------------+- Nov. 15 405,000 419,000 472,001 468.000 | CONSUMER PRICE INDEX 1993-40 ‘tee 
DEPARTMENT STORE SALES INDE x—1 E DE RAL RE SE RVE } f Ss b a 
SYSTEM—1917-49 AVERAGE =~ 100______- --Nov. 15 157 14% 144 , , 
EDISON ELECTRIC INSTITUTE: Ko a3 ine 121 

Electric output (in 000 kwh.) aeenceacoweae NOV. 22 12.579,000 12.378.000 12.174.000 12. 136.00 : “ 118.7 119 12% : 

FAILURES (COMMERCIAL AND INDUSTRIAL) — DUN & t . ery proauc 133 132 — 
BRADSTREET, INC. . : Se 260 274 75 08 | sats po and fist 115.4 117.7 11¢ 
IRON AGE COMPOSITE PRICES: ane a je 114 113. i 

Finished steel (per Ib.)_- a ei, Oe 6 Stage 6.196 &.196¢ 670 | Othe ; 0.7 24: 114 

a a rae gross a ~-----——~~-~----~~~--—-—--= Vov. 18 300.41 $66.41 $66.41 866.42 | Food a {1 neem (iim: 24 10 134 +¥ 0 
rap steel (per gross ton)_..---_----~----------------- ov. 16 $41.17 $49 33 349 22 829 G7 Housing = a. - 113.4 3.: 

METAL PRICES (E. & M. J. QUOTATIONS): Rent oo 27.§ 

Electrolytic copper— Gas and electricit + - 138.1 13 
Domestic refinery at a sa einicppineenenienetiapniga Nov. 19 28 .650¢ IB G25. 7. 150¢ 5 495 olid fuels and fuel oil —- 11 <p i] 
Export refinery at_- - . sich entitisenimntiaeOv, 19 9. 300¢ 30.550¢ 29.400. 23 .150c | Houselur ing 0 oa —: 

Lead (New York) at ; ee Nov. 19 13.000¢ 13.000¢ 13.000 12. 500c | Household operation 39 a a 

Lead (St. Louis) at ~---~---------------Nov 19 12.800c 2 B00. 12 BOO: 1 200. ' el ‘in 3 $52.1 It 

tZine (delivered) at_._-__----~- ---- _——————- ee 12.000c 12.000« 11.500« 10.500. 1€r a bo 08 . 106.+ iV 

Zine (East St. Louis) at_.- asncBariatennsieemninnnantOy , 19 11.500¢ 11.500¢ 11.000¢ 10.000c | Vomen's and gir) ~ 1G 109.: 

Aluminum (primary pig. 99‘o) at bee Se 24.700« 24.700« 94. 700¢ 6 OOUc Footwent + = ae : 

Straits tin (New York) at.-------~-~- ~ he nde Oy . Ee 99.500 99 .250¢ 96.0006 89 G25 Other apparel > . — ‘ 126.1 

MOODY’S BOND PRICES DAILY AVERAGES: “eran 141.3 141. 155 
, . ny on an a Public b-ded 
U. 8. Government Bonds_-__-- pacha pated eal Nie Nov. 25 29.23 88.57 88.02 91.09 | — 183.3 189.5 18] 
Average corporate__.___________ le oe 90.48 90.20 90 06 on Privat 130.4 20 1 — 

- = ¥ 40.0 89.0 lor ‘l care 130.1 l 

CP ee ee ae Yov. 25 95.01 94.71 94.56 95.77 horned $0. 145.1 

- salle geen cage ein nibaeniagienneniniaatinama nna ene O AENEAN TD iov 29 3 .23 92.93 93.0% 91.77 Readi : ae ne 8.7 128 ! 

2 ee ee V. <9 90.06 69.92 89.64 88.95 | Othe oe —o ne it 116 1] 

SO ati A tl hewn dene wien deal ads + bv. 25 84.17 84.04 83.40 81.05 raed ee ne ee 127.3 127.1 124 

i aaeeibueas ae «4 ed a3 3 Bb 88 13 8S 38 Lib INSURANCE—BFENEFIT PAYMENTS TO 

— ge ateisenanetantiill «-~.Nov. 25 10.03 10.34 89.64 89.37 POLIC ee ane TOS Est rk OF LIFI 

ustrials Group —__~~-.~-- eT eee camneaneilll Vov. 25 92.79 92.64 92.35 91.62 | INSURANCE—\NMionth Aug 
MOODY’S BOND YIELD DAILY AVERAGES: Death benefit $222 600.06 ‘ 

ts, IR, iret ereresedlacitvenciihntion cnt iestss __Nov. 25 35) 77 y ik latured endowmer = 600.009 $246,600,00 $22?,100,000 

Average corporate fov. 25 32 a a eet 6 ity payme U,900,000 55,300,000 », 400.06 

_ a a a a a ” 25 Je 4.0 4.41 4.48 | eee — 4,700.000 10,200,001 *9 600.000 

ca os ee Ce ee ee ee ee 2 : ya 4.09 4.10 4 02 | od om ' 10 5900 000 50,400 oot 44 0 i. 

a 2 “yhereiemin _— we a rn rr rn en erro #OV 29 4.19 +.2] 4 7 4,991 cen suc 108.°90 000 120,500.06 r ba an 

we we a ew a ne + ee www ow ww osww ov. 25 +.41 4.42 4.44 oA er iT O00 O06 ( ~, ; bi : 

Baa —._ lov. 25 485 '.% ‘ IU 19 106,700.00 87,700.000 

ee a ee ey a 1OV. 2s re +.B +.9] 1¢ 

NE CO ec cimenmsenmesanendicelilieaaa atv Pamitins fov. 25 4.55 4.57 ' 3 an | G00 .06 ar 

Pebiic Utilities Group _.__..._.._.....- I Ee ac ov. 25 4.37 439 4 44 ms $990,000.01 : UY ,090 

I ene ov. 25 129 493 a @ <i Pre INSU PURCHASES — INSTITUTE 

é ‘. x : le eae. ee ee "" : . ov +.30 oO FE INSURAINCE—Mon! ‘ 
megers Commenrty INnvExt..—____.............-. NOV. 25 395.3 395.3 90.2 sae 060,000's « F = 5 
NATIONAL PAPERBOARD ASSOCIATION: It 
I a eligi Nov. 15 84.28! $5,831 83,024 a 

Societe. 7 wa + + + ee ov. 15 313,809 3] 1° 4 cak : . as - ( 
ercentage o activity_ See a ee 8 ee __ Nov. 15 94 , an P 

Unfilled orders (tons) at end ‘of pe lees «ov. 15 31.670 460 078 433.785 122 1 

OIL, PAINT AND DRUG RE : INDEX— are — at see 
1949 AVERAGE oo, sie se earetinionn edhe N 1 10 1 | sina ao” Dem ee ee 
- . —— —e oe 1OY.6' 109.4! OR ¢ a; — «4 . 
ROUND-LOT TRANSACTIONS FOR ACCOUNT OF MEM- — ed eth nt hese ee ae. Seen 
BERS, EXCEPT ODD-LOT DEALERS AND SPECIALISTS: ento . — 
ae of specialists in stocks in which registered— Durable 
I +s ; : ; ; 14 $928 3] 
Short sales See ee ee ee” 031,400 * 684,9 35.860 1.340.82¢ ( 1310 aa 
a arreenen aa prn i ~-~----~----~------------Nov. 1 606.520 561,150 64.930 se “es esis ; 
Other sales -___--_--____- See KSSsoweenmeroncas=—=sNOV. | 2.346.070 > 194 NOC » inion ae pk eat 
I I ace rt cel ene 194,000 077,361 184.480 | $49,453 $49.777 , 
— ‘ = te » OF < >» * a | ) > OC + 94 ’ i 7 

O@er transactions initiated on the floor— 4.508.500 100,290 US2,69U 1.343,130 | 26,21 
Total purchases . | MONEY IN CIRCUI 

et SL Se a a _Not 1 a4 > ae , = = ATION— > 

I OR — ; ‘oe 930 770,620 765.7 69.070 aa unk aos pias ) rue ASURY DEPT. 
re Set ~ 121 ah 104,700 8,300 95.600 | - : 1,171,006 
gk” ee aN en a F oat ain os a 661,200 01,500 | MOODY'S WEIGHTED AVERAGE YIELD OI 
Other transactions initiated off the floor— ited 699,900 7,100; | whe OMMON STOCKS—Month oi October 
eet Rermes eenieatenenetateatatmatae --------- ~— =~ - ~~ ---- Nov ] 1,073,690 987.739 872.145 471.192 re ee (25 - 9-30 Se ? 
aoe oe ooo, Vov ] 154 700 181.660 167.950 = 20 | { it ne Amer. Te Tel 4 ae ; -- 
Total sales_...________- es ge et ee Pee tee ee tt 420 869,100 922 007 90.795} Banks (15) $45 $23 
ee ee ee en mn en ene wn! ov 1,111,121 1.050.78 1 O€ 4 12115! ince (1 —- = ‘ 
To pound -lot transactions for account of members— ’ ; a vas, A ,0S9,99 0 940,410 | me ‘ : » O8 
ota NE - faced edie | Average (200 a& 
anoet sales wenn nn nena nnn nnn nn nn nanan = NOV. 1 4,895,171 4.442.569 4,173,795 081.082 | orn ; i ; 
Other sales_________ See ee ee ee eee ee Nov. 1 883,120 847,530 771.180 541.570 | PERSONAL INCOME IN THE UNITED STATES 
ACS po as as ee eae a a l +,028.200 3.819.420 3.660.567 1.576.775 | (DEPARTMENT OF ¢ COM MERCE ' 
---------------------~--------------------! ov. 1 +.611.320 +,606,950 4.431.747 118.345 | Of septemvel jilil 
STOCK TRANSACTIONS FOR ODD-LOT ACCOUNT OF ODD- otal personal income $357.5 $356.2 
LOT DEALERS AND SPECIALISTS ON N. Y¥. STOCK Wage an ary receipts, total 361 38 5 
EXCHANGE — SECURITIES EXCHANGE COMMISSION: Commodity producing industri 98.2 "977 
ores sales by dealers (customers’ purchases )—* Distributing industrie = ‘ ‘¥ > 
ESS A Ce AT i ERASE SSE Nov. 1 1.686.273 1,553,096 1.604.009 1264.33 aa evclpoc eater 33.9 33. 
SS iy Rts ee a Ne RE ee Nov. 1 $76.733.823 $70 838 ma ae es = i Government rane 
ag 4 purchases by dealers (customers’ sales) — a ened $16,983,238 $92,060,939 Other labor income "92 = 
umber of orders—Customers’ total] sales_.......__~--~ Nov. 1 m9 . " : Proprietors and rental income co oO ane 
Customers’ short sales________ in . ' 1 120 .aae 1,672,709 1,639 940 851,266 Personal interest income and dividend 6 3 56.6 
| GROTE 88105 ~————— nen . 2,550 10,122 6.105 27 82< ip natal — vidend 31.9 31.5 
Customers’ other sales___ Nov An ; = , < 1,629 | rotal transfer payments ‘ 
a ov. 1 1,707,819 1,662.58 1.633.835 823.437 a 27.2 26.4 
i  peitadhinmnimmennendial Nov. 1 377.508.344 $76 078 BC - wate S - 823,437 Less empioyees’ concribution for special in- — 
Round-lot sales by dealers— 3 oe $76,078,609 $75,079,964 $36,366,778 urance > 6.8 Py 
mbe hina! s ee ss Total nonagricultur: con ; , 
—— = mare Total sales______------------------ aah 1 562,320 567,270 546.710 180.480 onagricultural income 40.4 339.2 
ees ar : cae annem - U.S. GOVT. STATUTORY DEBT LIMITATION 

Round-lot purchases by dealers— = = = = = , 562,320 967,270 546,710 180,480 T tant of Oct. 31 (we omitted 

Number of shares__—- ; Ai eer a : otal face amount that may be outstanding 

enalennpnsngaaanatabepenetanaintnntnireamneminnenians Nov. 1 932,170 455,820 505,310 591,780 at any time : $288.000.000 $28 _— ° 

TOTAL ROUND-LOT STOCK SALES ON THE N. ¥. STOCK Outstanding “ $280,000,000 $275,000 000 

EXCHANGE AND ROUND-LOT STOCK TRANSACTIONS Total gross publie debt 220.211.456 248.475.5232 . 

ent aes ~ MEMBERS (SHARES): Guaranteed obligations not owned by the —— > 248,475,533 274,067,3 
-10l Saies— Treasury ; os oe 
" : ' " ~—a -< 111 949 a 
ert = eee oneness Nov. 1 1,150,030 1,102,400 905,900 880,800 a. , ‘iin Ps oe 
ere = ; 20,617,120 19,953,420 19,330,320 9.667.900 T — : gross public debt and guaranteed - 
PO Pe en me en ee rene enema ov 21,767,150 21,055,820 20.236.220 10.5487 obligations ; $280.323.4 27 9% 170 05 

WHOLESALE PasCEs. NEw SERIES — U. S. DEPT. OF F eo. 088 Dee ae outstanding public debt obli- =| ee CENCE CErUse.06 

2 — (19495- == 100): gations not subject to debt limitation 426.06 aa De 

Commodity Group— --- 26,090 428,269 440.42 
Al -ommoditues N Grand tot2} tet . ~ — = —+- 

ee Nov. 18 119.1 21199 a fe ‘ total outstanding $279.897.309 827 5 749 —— 

SD BP IIOD renee areneegeeqme eee emmeneatinis enciminmnnmenoaem —-.Nov. 18 91.9 ee oe 7.8 Ealance face amount of obligations, issuable $278,155,742 $273,729, 62 
seeeeene Si cecil diaiedtiietiatiadtialisenceemaiasmminiapanenhineememnannaninents --..Nov. 18 108.9 *109.7 109.9 921 1 under above authority_.___. ameiaeiaee B 8.102.690 1.844.257 1.270 
COO an ee ne me ne oo a wr ee mene Nov. 18 102.5 104 " 4 a ie = —— = 
All commodities other than farm and foods________--_- Nov. 18 126 8 Re 105.1 90.5 | UNITED STATES GROSS DEBT DIRECT AND 
126.1 125.6 GUARANTEED—<000's omitted): 
*Revised figure. {Includes 1,031,000 barrels of foreign cr’ As of Oct. 31_-- 

. , , : ide runs. , anarity "49 ® - - - - $280,323.4 3276 793.745 - 
as of Jan. 1, 1956, as against Jan. 1, 1957 basis of 193,459.50 oth ee ee aa capacity of 140,742,570 tons General funds balance. ______- 7” . 53 5a one woe A aa $274,170.05: 
Monthly Investm-= “lan. {Prime Western Zinc sold on delivered basis at centers where a yy mm Per Tagg gree of a a we we #,306 56 
one-half cent a pound. - . S exceeds Net debt == ee eee Mae $275,789,136 $271.684,908 $69 862 

Computed ; u rate $269,863, 4 
J d annual rate___-_ > ¢ 
wweonecrewsoece 2.647 “o 2.577% 2.891 








188 Number 5798... 


Volume 


Mutual Funds 


By ROBERT R. RICH 


TV-Electronies 
Fund Assets 1.200% 
Higher in Decade 


Television-Electronics Fund, 
Inc., pioneer mutual fund concen- 
trating investments in the broad 


field of electronics, closed its first 
decade of existence with total net 


assets, number of shareholders 
and shares outstanding at record 
leveis, Chester D. Tripp, Presi- 
dent, told shareholders in the 
Fund's annual report. 

“The Fund has grown, in its 
initial decade, at a pace and to 
a size,’ Mr. Tripp said, “which no 


other comparable investment me- 


dium has metched.” 

Largest en-end investment 
company domiciled ‘in Chicago, 
Television-Electronics Fund was 
established that city in May, 


1948, and becan investment oper- 
ations shortly thereafter. The first 
public offering of shares was on 


Sept. 7, 1948 and the initial public 
offering price was $9.11 (the stock 
was split 2-for-l in January, 
1954). Total net assets were $151,- 
889. There were less than 200 
shareholders at that time, less 


than 17,000 shares outstanding and 
the Fund showed an _ unrealized 
profit in its 18 common. stock 
investments of only $1,687. 

Ten years later. on Oct. 31, 1958. 
Mr. Tripp pointed out, the Fund's 
totaled a record $204,702,- 
134, a gain of 1.200%; net asset 
value per share was $12.75; there 
were 78,743 shareholders and 16,- 


assets 


059,119 shares outstanding. The 
portfolio held securities of 142 
companies and unrealized profit 


stood at $45.321.279. Further, the 
report shows, the Fund had paid 
out more than $22 million to 
shareholders from realized capital 
gains and slightly more than $19 
million as dividends from invest- 
ment income, during the decade. 

In the past tisecal year, the mu- 
tual fund executive noted, the 
Fund’s resources grew from $135.1 
million to the $204.7 million re- 
ported on Oct. 31, or a gain of 
51.5%. Growth was also marked 
in net asset value per share, which 
increased from $10.36 on Oct. 3f. 
1957, to $12.75 at the close of the 
current fiscal vear. This reflected 
of 28.4%, when adjusted 
55.1 cents distributed in 
fiscal quarter from real- 
capital The number 
rose during 
to 78,743, 


a gain 


for the 


the first 
ized 
of 

the 


2alns. 


shareholders also 
year, 


from 65,312 





‘sails 








of shares out- 
from 13,038,227 


and the number 
standing gained, 
to 16,059,119. 
At.the close of its 10th year, 
56% of the Fund’s resources were 
invested in common stocks and 
convertible securities and only 4% 
was in cash and equivalent. This 
portfolia position, Mr. Tripp 
stated; reflected a_ substantial 
shift of emphasis from a year ago 
“when caution was the watchword 
and -management was trimming 
for. the anticipated reces- 
sion, which materialized, and for 
which your Fund was prepared.” 
Major portfolio changes effected 
during the third quarter of the 
year, he said, “represented largels 
a continuation of the more 
gressive policy which has dictated 
investment operations during the 
past six months.” These included 
new additions of the common 
stocks of Champion Spark Plug 
Co. and Perkin-Elmer Corp. and 
convertible bonds of Fischer & 
Porter Co. and Ling Electronics, 
Inc. The Fund also made impor- 
tant additions to existing common 


ag- 


stock holdings in Allis-Chalmers 
Manufacturing Co., General Elec- 
tric Co., General Motors Corp.. 


General Telephone Corp., Magna- 
vox and Radio Corp. of America. 
It eliminatec its equity holdings 
of Elox Corp. of Michigan, Litton 
Industries; Ine., Ryan Aeronauti- 
cal Co. and Sprague Electric Co. 
end lightened common stock own- 
ership in Ampex Corp., General 


Tire’ & Rubber Co. and Walt 
Disney Productions. 
The Fund executive ended his 


letter to shareholders on a highly 
optimistic note, saying: 

“The demands of the Space Age 

. will unquestionably accelerate 
the growth in electronics and nu- 
cleonics which management has 
already anticipated in the decade 
ahead. There is evidence on hand, 
even outside the military sector, 
that electronics production is en- 
tering a new and more dramatic 
era of growth than has already 
been experienced. . . . Electronics, 
in short, has opened a vista of, 
thus far, unlimited opportunity. 
We see nothing on the horizo:: 
today that diminishes its poten- 
tial ‘in the foreseeable future.” 


With Mc Kee & Jaeckels 


Special to THe FINANCIAL CHRONICLE) 
APPLETON, Wis.—Granville O. 
Benson has become connected 
with McKee & Jaeckels, Inc., 
Irving Zuelke Building. He was 
formerly with the Marshall Com- 
pany. 


Get the facts on. 


FRANKLIN 


Find out now about this series of Mutua] Funds seeking 
possible growth and income through investment in Amer- 


ican industry. 


Por a> 60 EP SEEN? NP ee ee ee ES ee 


FRANKLIN CUSTODIAN FUNDS, INC. 
64 Wall Street, New York 5, N. Y. 


Please send me, without obligation, the Prospectus and other infor- 
matiom concerning the Franklin Custodian Funds. 
TT ——-—_— - — 
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The Commercial and Financial Chronicle 


Missiles-Jets Up 
7.4% in Share Value 


The Missiles-Jets & Automation 
Fund, Inc. reports that net asset 
value per share rose 7.4% to $9.83 
in the first fiseal quarter ending 
Oct. 31, 1958. 

This mutual fund, which is dis- 
tributed by the New York invest- 
ment banking firm of Ira Haupt 
& Co., invests primarily in securi- 
ties of companies actively engaged 
in the missiles, jet and automation 
fields. 

The fund recently added com- 
mon shares of Olin Mathieson 
Chemical Corporation to its port- 
folio. 


National’s Funds at 
New High Levels 


Combined assets, shareowners 
and shares outstanding of the 
National Securities Series of 
mutual funds rose to record levels 
during the period ended. Oct. 31 
according to the Semi-Annual 
Report released by National Se- 
curities & Research Corporation, 
sponsor and manager of the funds. 

Reflecting new sales and market 
appreciation, the report shows 
total net assets advanced more 
than $79,000,000 from $308,083,066 
on April 30, 1958 to $387,678,605 


on Oct. 31. Since that date. 
National Securities & Research 
Corporation has announced that 


assets have crossed the $400,000,000 
mark. 

The investment company re- 
ported an increase in shareowners 
from 158,205 on April 30 to 165,- 
725 on Oct. 31, During the same 
period, shares outstanding rose 
from 61,410,000 to 65,357,176. More 
than 54,000 National shareowners 
are reinvesting all distributions 
into additional shares and the re- 
port comments, “Over the years, 
this can add substantially to their 
accumulation of shares and thus, 
increase their source of future 
income.” 

Net realized gain on the funds’ 
investments totaled $7,447,323 
after provision for tax reserves. 
In addition, unrealized apprecia- 
tion increased by $52,220,263. 

Per share net asset value for 
each of the seven National Securi- 
ties Series funds at the beginning 
and the end of the six month 
period covered in the report are 
shown below: 

April 30, 


Oct. 31 Percent 


Series— 1958 1958 Increase 
Growth Stock: $5.43 $6.70 23.4 
Dividend 3.26 3.94 20.9 
Stock 6.69 8.03 20.0 
Income 5.17 5.88 13.7 
Preferred stock 7.35 7.89 7.3 
Bond 5.45 5.81 6.4 
Balanced 12 10.5% 4.5 


10 ; 
T. Rowe Price’s Net 
Asset ValueUp24.2% 

T. Rowe Price Growth Stock 
Fund, Inc. reported that total as- 


sets increased to $14,121,737 on 
Sept. 30, 1958, from $9,436,114 on 


Dec. 31, 1957. During the first 
nine months of 1958, net asset 
value per share increased 24.2% 


from $27.67 to $34.38. During this 
period 893 new stockholders sub- 
scribed to Fund shares. 

In his report, Mr. Price noted 
the business recovery which has 
taken place since April of 1958. 
“Since then industrial production 
as measured by the Federal Re- 
serve Board Index has recovered 
from 126 to 137, or more than half 
of the decline which had taken 
place from the previous high of 
147. The sharp recovery to date, 
he said, has resulted from strong 
consumer demand, cessation of in- 
ventory liquidation, increase in 
manufacturers’ new orders, higher 
government spending and espe- 
cially a sharp increase in home 
building and public construcuon. 
The outlook for the fourth quarter 
appears bright. With regard to 
the automobile industry which 
has been the chief drag on re- 


covery, however, it’s still too soon 
to tell how well the public will 
accept the 1959 models. 

“The prevailing confidence that 
business will recover to new highs 
in 1959, and the _ inflationary- 
minded public have forced com- 
mon stock averages to a new all- 
time high. Representative stock 
indices are now over 18 times 
estimated 1958 earnings — the 
highest price/earnings ratio since 
1929. They are selling at 14 to 
15 times previous peak earnings. 
The popularity of growth stocks 
has forced prices of many favorite 
issues to excessive heights. 

“Under the circumstances, prices 
seem to be discounting an opti- 
mistic projection of earnings sev- 
eral years hence. Consequently, 
we consider it prudent to continue 
the conservative investment pol- 
icy of keeping a substantial por- 
tion of the portfolio in higher 
yielding bonds and other dollar 
obligations.” 


Expects Domestic 
Energy Needs to 


Double by 1970 


m 

In its 1958 Annual Report to 
shareholders, Energy Fund, an 
open-end investment company 
specializing in investments in the 
energy industries and companies, 
estimates that by 1970, the U. S. 
will be drawing, from all sources, 
more than double the energy it 
now uses and world energy con- 
sumption will have more than 
tripled by 1975. 

In the next ten years, demand 
for oil is expected to increase 
63°, and for natural gas, 75%. 

Production capability of the elec- 
tric utility industry has doubled 
in the last seven years and is ex- 
pected to quadruple in the next 
twenty. 

Coal, which currently provides 
50% of our energy supply, is ex- 
pected, by 1965, to provide 60% 
of our energy. 

By 2050, it is expected, increased 
employment of energy will enable 
a man to produce as much in one 
seven-hour day as today’s worker 
can during a 40-hour week! 

The Energy Fund report sum- 
marizes that the existence of huge 
energy-hungry areas of the world 
plus the dependence of the mod- 
ern economy on energy and the 
dynamic nature of this economy 
on energy combine to indicate 
bright futures for the large, highly 
specialized group of companies, 
whose sales growth and profit 
growth are solidly built on the 
requirements of our “high energy 
civilization.” 

In his message to shareholders, 
Mr. Ralph E. Samuel, President, 
stated that it seems quite clear to 
the officers and directors of the 
Energy Fund that the growth in 
the use of energy will continue at 
a faster pace than the expansion 
of the economy as a whole. And 
this abnormal growth, together 
with the economy’s improvement, 
should bring about better prices 
as time goes on for equities gen- 


erally and for “energy equities” 
in particular. And to these fac- 
tors, of course, should be added 


the thought I mentioned earlier— 
namely, that widespread belief in 
the inevitability of nominal year- 
to-year inflation is going to mean 
that a larger and larger share of 
the investor's capital will find its 
way into common stocks, All of 
these factors lead us to the firm 
conclusion that regardless of the 
market’s temporary vagaries, in- 


vestment in carefully, selected 
companies in the energy field 
should prove satisfactorily re- 


warding as time goes on. 

At Sept. 30, 1958, Energy Fund 
investments in the energy field 
were diversified as follows: Oil 
and Gas, 29.8%; Utilities-Electric, 
13.6°°; Utilities-Gas, 2.3%; Nu- 
clear and Conventional Generat- 
ing Apparatus, 7.4%; Nuclear Re- 
actor Design and Construetion, 
3.4%; Control and Utilization of 
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Energy, 16.7%; Copper and Nickel, 
4.7%; Uranium, 1.8%; Coal and 
Mining Equipment, 12.5%; Spe- 
cialty Metals, 6.3%. 

Largest Energy Fund holdings 
at Sept. 30, 1958, were Royal 
Dutch Petroleum, Tampa Electric 
and Philadelphia and Reading, 


Energy Fund Reports Net Assets 


9, 30,58 GF 30)’5F 
Net assets per sh. $157.59 $140.98 
Total net assets... $4,808,765 $3,997%,5G2 
Invest ine. div.__- $2.45 $1.94 
Cap. gains aistrib $3.55 95.91 
Shares outstand’g 30,514 28,010 


John A. Dawson Adds 


(Special to THE FINANCTAL CHRONICLE) 
CHICAGO, Iil.—Irene R. Stopa 
has been added to the staff of 
John A. Dawson & Co., 1 North 
La Salle Street, members of the 
Midwest Stock Exchange. 


With Draper, Sears 


(Special to THe FInaNctIaAL CHRONICLE) 


BOSTON, Mass. — Hyman EL. 
Kaplan is now with Draper, Sears 
& Co., 50 Congress Street, mem- 
bers of the New York and Boston 
Stock Exchanges. 
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im 
ATOMIC 
ENERGY? 


We will be glad to send you a free 
prospectus describing Atomic 
Development Mutual Fund, Inc. This 
fund has more than 75 holdings.of 
stocks selected from among those 
of companies active in the atomic 
field with the objective of possible 
growth in principal and income. 


Atomic Development Securities Co., Inc. Dept ¢ 
1033 THIRTIETH STREET, N. W. 
WASHINGTON 7, D. C. 





FOUNDED 1928 


116" 


consecutive 
quarterly dividend 


12¢ ao share from net investment 
income, and 45¢ a share distri- 
bution from realized securities 
profits, payable December 29 to 
stock of record December 4, 1958. 


WALTER L MORGAN. 
President 





Securities Now 


Admiral Benbow Inn, Inc., Memphis, Tenn, 
Nov. 5 (letter of notification) 100,000 gharés of common 
stock (no par). Price—$2.50 pér share. Proceeds—For 
operating a restaurant. Underwriter—James N. Reddock 
& Co., Memphis, Tenn 


Ambassador Oil Corp., Fort Worth, Tex. (12 4) 
Wov. 12 filed 705,000 shares of common stock (par $1), 
of which 5.000 shares are to be offered for sale to com- 
pany employees. Price—To be supplied by amendment. 
Proceeds—For general corporate purposes, Underwriter 
—Dempsey-Tegeler & Co., St. Louis, Mo 

American Art Metals Co. (12 9) 

Nov. 10 filed $1.250,000 of 6° convertible debentures 
due 1968. Price—To be supplied by amendment. Pro- 
ceeds—$156.500 to retire outstanding notes: $145.500 to 
retire the presently outstanding 6% cumulative pre- 
ferred stock: for construction of plant, and acquisi- 
tion of eavipment and relocation of facilities; and for 
working capital. Business—A manufacturer of alum- 
inum entrances and store fronts from aluminum ex- 
frusions. Officee—433 Highland Ave., N. E., Atlanta, Ga. 
Wnderwriters—The Johnson, Lane, Space Corp., Atlanta 
and Savannah. Ga.: W. E. Hutton & Co., New York; and 
J. H. Hilsman & Co.. Inc., Atlanta, Ga. 

% American Asiatic Oil Corp. : 
Wov. 24 filed 100,000,000 shares of capital stock. Price— 
Two cents per share. Proceeds—To selling stockholders. 
Office —Magsaysay Building, San Luis, Ermita, Manila, 
Republic of Philippines. Underwriter — Gaberman & 
Hagedorn, Inc., Manila, Republic of Philippines. 


American Bowling Equipment Corp. 


Wov. 10 (letter of notification) 50,000 shares of hon- 
cumulative convertible preferred stock (par $3) and 
5.000 shares of common stock (par one cent) to be 


offered in units of 10 shares of preferred stock and one 
share of common stock. Price—S31 per unit. Proceeds 
—For purchase of bowling equipment and working cap- 


ital. Office—135 Front St., New York, N. Y. Under- 
writer — York Securities, Inc., 80 Wall St.. New York, 
W. Y. 


Americah Buyers Credit Co. 
Nov. 13 filed 5.000.000 shares of common stock, of which 
4545455 shares of this stock are to be offered for public 
sale at $1.75 per share. [Shares have been issued or are 
afssuable under agreements with various policy holders 
in American Buyers Life Insurance Co. and American 
Life Assurance Co. (both of Phoenix) permitting them 
to purchase stock at $1.25 per share. Sales personnel 
thave been given the right to purchase stock at $1.25 
per share up to the amount of commission they receive 
on stock sales made by them.| Proceeds—For the opera- 
Aion of other branch offices, both in Arizona and in othe: 
states. Office—2001 East Roosevelt, Phoenix, Ariz. Un- 
derwriter—None. 

American-Caribbean Oil Co. (N. Y.) 
eb. 28 filed 500,000 shares of common stock (par 20¢). 
Price—To be supplied by amendment. Proceeds — To 
discharge current liabilities and to drill ten wells. Un- 
derwriters—To be named by amendment. 

American Enterprise Fund, Inc., New York 
Oct. 30 filed 487.897 shares of common stock. Price—At 
moarket. Proceeds—For investment. Distributor—Ed- 
ward A. Viner & Co., Inc., New York. 

American Growth Fund, Inc., Denver, Colo. 

Wov. 17 filed 1,000,000 shares of capital stock (par one 
cent). Price—At market. Proceeds—For investment. 
Office—800 Security Building, Denver, Colo. Under- 
writer—American Growth Fund Sponsors, Inc., 800 Se- 
curity Bldg., Denver 2, Colo. 

American Mutual Investment Co., Inc. 

Dec. 17 filed 490,000 shares of capital stock. Price—$10.20 
ger share. Proceeds—For investment in first trust notes, 
second trust notes and construction loans. Company may 
develop shopping centers and build or purchase office 
Xuildings. Office — 900 Woodward Bidg., Washington, 
D. C. Underwriter — None. Sheldon Magazine, 120] 
Gighland Drive Silver Spring. Md.. is President. 


American Telemail Service, inc. 
feb. 17 filed 375,000 shares of common stock (par §$: 
Price—$4 per share. Proceeds—To purchase equipmen 
and supplies and for working capital and other corporat 
purposes Office—Salt Lake City Utah Underwriter 
Amos Treat & Co., Inc., of New York. Change in Name 
-—Formerly United States Telemail Service, Inc. 


@® Anheuser-Busch, Inc. (12 10) 
Wov. 14 filed 100,000 shares of common stock (par $4). 
Price—To be supplied by amendment. Proceeds—To the 
Estate of Alice Busch. Underwriters—Newhard, Cook & 
Co.; Reinholdt & Gardner; Stifel, Nicolaus & Co., Inc.; 
and Scherck, Richter Co.; all of St. Louis, Mo. 

Anita Cobre U. S. A., Inc., Phoenix, Ariz. 
Sept. 30, 1957, filed 85,000 shares of common stock. 
Price—At par ($3.75 per share). Proceeds—For invest- 
ment in subsidiary and working capital. Underwriter— 
Selected Securities, Inc., Phoenix, Ariz. 
* Aqua-Shine Corp. (dba American Silicone Co. ) 
Wov. 12 (letter of notification) 12,000 shares of common 
stock to be offered for subscription to a selected clien- 
tele. Price—At par ($1 per share). Proceeds—For work- 
ing capital. Office—-3740 South Jason St., Englewood, 
Colo. Underwriter—None. 
@® Arvida Corp., Miami, Fla. (12/3-4) 
Oct. 28 filed 2,500,000 shares of class A common stock 
(par $1). Price—To be supplied by amendment (expected 





in Registration 


to be approximately $11 per share). Proceeds—Together 
with other funds, will be used for development of the 
company’s properties and for working capital. Under- 
writers—Carl M. Loeb, Rhoades & Co. and Dominick & 
Dominick, both of New York. 

* Associated Bowling Centers, Inc. 

Nov. 24 filed 300,000 shares of 20-cent cumulative con- 
vertible preferred stock (par one cent) and 50,000 out- 
standing shares of common stock (par one cent). The 
preferred shares are to be offered for public sale for the 
account of the company and the common shares will 
be offered for the account of a selling stockholder. Price 
—To be supplied by amendment. Proceeds—To acquire 
new bowling centers and increase working capital (part 
to be used in defraying cost of acquisition of stock of 
owner of a Brooklyn (N.Y.) bowling center. Office— 
35 Front St., N. Y. Underwriter — To be named by 
amendment. 


Austria (Republic of) (12 3) 
Nov. 13 filed $25,000.000 of External Sinking Fund Dollar 
Bonds due Dec. 1, 1973. Price—To be supplied by amend- 
ment. Proceeds—To be added to the Republic’s foreign 
exchange reserves and be used for the continuation of 
certain capital expenditure programs. Underwriters— 
Kuhn, Loeb & Co., and Ladenburg, Thalmann & Co., 
both of New York. 

Automation Instruments, Inc. 
Oct. 7 (letter of notification) $250,000 of 6% 15-year 
convertible sinking fund debentures to be offered for 
subscription by stockholders of record Oct. 1, 1958. Un- 
subscribed shares to public. Price—90% of face amount 
(in denominations of $100, $500 and $1,000 each). Pro- 
ceeds—To retire notes payable to bank and others and 
for working capital. Office—401 E. Green Street, Pasa- 
dena, Calif. Underwriter—None. 

Autosurance Co. of America 
Oct. 16 filed 250,000 shares of common stock (par $2.50). 
Price—S$5 per share. Proceeds—To increase capital and 
surplus. Office—Atlanta, Ga. Underwriter—None. 

Bankers Fidelity Life insurance Co. 
Feb. 28 filed 258,740 shares of common stock (par $1), 
of which 125,000 shares are to be offered publicly and 
133,740 shares to employees pursuant to stock purchase 
options Price—To public, $6 per share. Proceeds—For 
expansion and other corporate purposes. Office — At- 
lanta.Ga Underwriter—None. 


Bankers Management Corp. 
Feb. 10 filed 400,000 shares of common stock (par 25 
cents.) Price—$l per share. Proceeds—To reduce out- 
standing indebtedness and for working capital. Office— 
Houston, Texas. Underwriter—McDonald, Kaiser & Co., 
Inc. (formerly McDonald, Holman & Co., Inc.), New 
York. 

Bankers Southern, Inc. 
April 14 filed 8,934 shares of common stock. Price—At 
par ($100 per share). Proceeds—For general corporate 
purposes Underwriter — Bankers Bond Co., Louis- 
ville. Ky 

Bellechasse Mining Corp. Ltd. 
Oct. 29 filed 800,000 shares of common stock. Price— 
Related to the market price on the Canadian Stock Ex- 
change, at the time the offering is made. Proceeds—To 
be applied over the balance of 1958 and the next three 
years as follows: for annual assessment work on the com- 
pany’s properties (other than mining claims in the Mt. 
Wright area in Quebec); for general prospecting costs; 
and for general administration expenses. Office—Mont- 
“eal, Canada. Underwriters—Nicholas Modinos & Co. 
(Washington, D. C.) in the United States and by Forget 
«< Forget in Canada. 


Belock Instrument Corp. (12/15-18) 
Nov. 12 filed $1,000,000 of convertible subordinate deben- 
tures due 1973. Price—To be supplied by amendment. 
Proceeds — For inventory and operating equipment for 
manufacture of new products recently developed, and the 
balance for working capital. Underwriter—Car] M. Loeb, 
Rhoades & Co., New York. 

Biddeford & Saco Water Co. 
Nov. 10 (letter of notiifcation) 1,000 shares of common 
stock. Price—At par ($100 per share). Proceeds — For 
improvements and additions to property. Office—181 
Elm St., Biddeford, Me. Underwriter—None. 
® Bowi America Corp., Arlington, Va. (12/1-2) 
Nov. 10 filed 300,000 shares of common stock (par 10 
cents). Price—$2 per share. Proceeds—For acquisition 
of land, building improvements and working capital. Un- 
derwriter—Auchincloss, Parker & Redpath, Washington, 
RD. ¢. 

Bridgehampton Road Races Corp. 
Oct. 23 (letter of notification) 15,000 shares of common 
stock (par $1) to be offered for subscription by stock- 
holders of record Noy. 1, 1958 on the basis of one new 
share for each four shares held; unsubscribed shares 
will be offered to current creditors in payment of all 
or part of claims, at the rate of one share for each $4 
of claims discharged; rights to expire about two weeks 
after mailing of offer. Price—$4 per share. Proceeds— 
To pay current creditors. Address — P. O. Box-506, 
Bridgehampton, L. I., N. Y. Underwriter—None. 
® Campbell C*ibougamau Mines, Ltd. (12/3-4) 
Nov. 12 filed $5,000,000 of 6% first mortgage convertible 
sinking fund bonds. Price—To be supplied by amend- 





ment. Proceeds—To repay bank loans, and the remainder 
will be used for corporate purposes, including com- 
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mencement of development of Henderson ore body. 
Office—55 Yonge St., Toronto, Ontario, Canada. Under- 
writers—Allen & Co., New York, and W. C. Pitfield & 
Co., Ltd., Montreal, Quebec, Canada. 


®@ Cardinal Instrumentation. Corp. (12/9) 

Nov. 4 letter of notification) 240,000 shares of common 
stock. Price—At par ($1 per share). Proceeds—For pay- 
ment of notes, capital additions and inventory. Office— 
4201 Redwood Ave., Los Angeles 66, Calif. Underwriter 
—Myron A. Lomasney & Co., New York. 


Carolina Telephone & Telegraph Co. (125) 
Nov. 17 filed 58,773 shares of common capital stock (par 
$100) to be offered for subscription to stockholders of 
record Dec. 4, 1958, in the ratio of one new share for 
each five shares then held: rights to expire on Dec. 29. 
Price—S$125 per share. Proceeds—To reduce short-term 
bank loans. Underwriter—None. 


® Carolina Telephone & Telegraph Co. (12/10) 
Nov. 17 filed 65,952 rights to subscribe for common stock 
(par $100) on a one-for-five basis at $125 per share to 
be issued to Southern Bell Telephone & Telegraph Co., 
owner of 22.6% of the outstanding Carolina stock. Un- 
derwriter—To be determined by competitive bidding. 
Probable bidders: R. S. Dickson & Co., Kidder, Peabody 
& Co. Bids — Expected to be received up to 11 a.m, 
(EST) on Dec. 10. 


% Cemex of Arizona, Inc. 

Nov. 17 (letter of notification) 300,000 shares of common 
stock (par 25 cents). Price—$1l per share. Proceeds— 
For working capital. Address—P. O. Box 1849, 3720 E, 
32nd St., Yuma, Ariz. Underwriter — L. A. Huby Co,, 
Denver, Colo. 


Charlies Town Racing Association, Inc. 

Sept. 9 filed 4,000,000 shares of common stock (par 10 
cents), represented by voting trust certificates, of which 
3,530,000 shares are to be offered to the public and the 
remaining 470,000 shares have been issued to nine per- 
sons, who may sell such shares at the market. Price—60 
cents per share. Proceeds — For construction of racing 
plant and acquisition of equipment. Office—Charles- 
town, W. Va. Underwriter—None. Statement effective 
Oct. 23. 


Checker Motors Corp., Kalamazoo, Mich. 

Nov. 7 filed 133,112 shares of common stock (par $1.25) 
to be oifered for subscription by holders of outstanding 
common stock of record Nov. 26, 1958 at the rate of one 
new share for each seven shares then held (with an 
oversubscription privilege); rights to expire on Dec. 18. 
Price—To be supplied by amendment. Proceeds — For 
exercise by company of its option to purchase 19 presses 
and accessories leased from Checker Taxi Co. Inc. and 
for working capital. Business — Manufactures and sells 
Checker taxicabs. Underwriter—None. 


% Chemical Fire & Casuaity Insurance Co. 

Nov. 24 filed 210,000 shares of class “A” voting common 
stock and 210,000 warrants to subscribe to a like number 
of shares of class “B” non-voting common stock. Pur- 
chasers of the class “A” shares will receive with each 
share purchased a warrant granting the right to purchase 
for $10 per share one shares of class “B” stock for a 
period of 18 months after the company receives permis- 
sion to write insurance. Price—$10 per share. Proceeds 
—For working capital. Office—2807 Sterick Bldg., Mem- 
phis, Tenn. Underwriter—None. 

Cinemark II Productions, Inc. 

June 30 (letter of notification) 300,000 shares of common 
stock (par 10 cents). Pric€—$1 per share. Proceeds— 
For working capital. Office — 937 Acequia Madre Rd., 
or Fe, N. M. Underwriter—Watson & Co., Santa Fe, 


Clute Corp. 
Aug. 21 (letter of notification) 300,000 shares of common 
stock (par one cent). Price—$1l per share. Proceeds—To 
pay additional costs of construction; and for retirement 
of obligations and working capital. Office — c/o John 
Harlan Lowell, 2200 Kenton, Aurora, Golo. Underwriter 
—Lowell. Murphy & Co., Inc., Denver, Colo. 


® Coleman Engineering Co., Inc. (11/28) 
Oct. 27 filed $1,000,000 of 6% sinking fund debentures 
due 1973 (with stock purchase warrants attached). A 
warrant to purchase 30 coinmon shares will be attached 
to each $500 principal amount of debentures, or a total 
of 60,000 shares. Price —100% and accrued interest. 
Proceeds—To retire short-term borrowings; for antici- 
pated increases in inventory; and for additions to work- 
ing capital for general corporate purposes. Underwriters 
—Wilson, Johnson & Higgins, San Francisco, Calif. and 
Lester, Ryons & Co., Los Angeles, Calif. Offering—Ex- 
pected this week. 

Colonial Aircraft Corp., Sanford, Me. 
Oct. 8 filed 346.492 shares of common stock (par 10 
cents). Price—75 cents per share. Proceeds—To reduce 
loans, make certain capital improvements and for work- 
ing capital. Underwriter—Mallory Securities, Inc., New 
York, . 
*% Colonial Sand & Stone Co., Inc., New York 
Nov. 26 filed 97,226 shares of common stock and a like 
amount of warrants, latter to be exchanged by under- 
writers for 63,467 shares of common. Warrants are exer- 
cisable at an adjust price of $6.912 per share of common 
stock. Price—To be supplied by amendment. Proceeds— 
To be added to the general funds of the company. Under- 
writer—Glore, Forgan & Co., New York. 
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% Columbia Gas System, Inc. (12/15-24) 

Nov. 21 filed 800,000 shares of common stock (par $10). 
Price—To be supplied by amendment. Proceeds — To 
selling stockholders. Underwriters — Carl M. Loeb, 
Rheades & Co., Merrill Lynch, Pierce, Fenner & Smith 
and seven other firms, all of New York. 


Commerce Oil Refining Corp. 
Dec. 16, 1957 filed $25,000,000 of first mortgage bonds due 
Sept. 1, 1968, $20,000,00 of subordinatea debentures due 
Oet. 1, 1968 and 3,000,000 shares £ common stock to be 
offered in units as follows: $1,00u of bonds and 48 shares 
ef steck and $100 of debentures ~-d nine shares of stock 
To be supplied by amenu.nent. Preceeds — Tc 
construct refinery. Underwriter—Lehman Brothers, New 
York. Offering—indefinite. 


‘Consumers Cooperative Association, 
Kansas City, Mo. 
Oct. 29 filed $6,000,000 of 515% 25-year subordinated 
certificates of indebtedness, and 60,000 shares of 512% 
preferred stock (cumulative to extent earned before 
patronage refunds). Price—For certificates at $100 per 
unit; and the preferred stock at $25 per share. Proceeds 
—For retirement of maturing certificates of indebted- 
ness, redemptions on request of certificates of indebted- 
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ness prior to maturity and of 5'2% preferred stock; the 
possible improvement and expansion of present facili- 
ties; and the acquisition of manufacturing plants and 
erude oil properties if favorable opportunities therefore 
arise. Underwriter—None. 


Consumers Power Co. 
Aug. 29 filed 150,000 shares of preferred stock (no par). 
Price—To be supplied by amendment. Proceeds—To re- 
pay short-term bank loans and for expansion and im- 
provement of service facilities. Underwriter — Morgan 
Stanley & Co., New York. Offering—Postponed indef- 
initely. 


Counselors Research Fund, inc., St. Louis, Mo. 
Feb. 5 filed 100,000 shares of capital stock, (par one 
cent). Price—At market. Proceeds—For investment 
Underwriter — Counselors Research Sales Corp., St 
Louis. Robert H. Green is President. 
® Crouse-Hinds Co. (12 2) 

Nov. 7 filed 219,408 shares of common stock. Price—To 
be supplied by amendment. Proceeds—To selling stock- 
holders. Business—Producer of electrical conduit fit- 
tings. Office—Wolf and Seventh Sts., Syracuse, N. Y. 
Underwriter—Hornblower & Weeks, New York. 


NEW ISSUE CALENDAR 


November 28 (Friday) 


Coleman Engineering Co., Inc. Debentures 


(Wilson, Johnson & Hiegins and Lester, Ryons & Co.) $1.000,000 
Relur Corp. Common 
‘H. J. Weinberger Co. and Walter R. Blaha & Co., Inc.) $300,000 
Willer Color Television System, Inc.. Common 
(Edwin Jefferson) $206,105 
December 1 (Monday) 
Bowl America Corp.. eae Common 
(Auchincloss, Parker & Redpath) $600,000 
Ferro Dynamics Corp.- Common 
(Milton D. Blauner & Co., In and Hallowell Sulzberg 
Jenks, Kirkland & Co.) $300,000 
Gray Manufacturing Co. ‘ _..Common 
(Offering to stockholders—no underwriting) 90,218 shares 
Pacific Telephone & Telegraph Co._____ _Common 


(Offering to stockbolder not 


$159,460,400 


underwritten) 


Woolfoam Corp. ; _. Common 
iC. H. Abraham & Co., Ine.) $300,000 
December 2 (Tuesday) 
Crouse-Hinds Co.___- etn cos ie 
(Hornblower & Weeks) 219,408 shares 
Desilu Productions, Inc...._.______-.__. Common 
(Bache & Co.) 525,000 shares 
First National Bank in Dallas, Texas__...Common 


(Offering to stockholders—-underwritten by Equitable Securities 
Corp. and Merrill Lynch, Pierce, Fenner & Smith) $7,830,000 
Pacific Gas & Electric Co......__-_-----___-- Bends 
(Bids to 6:30 a.m. PST) $65,000,000 


Ee 
(Eastman Dillon, Union Securities & Co.) 250,000 shares 
Southern Colorado Power Co.________. Preferred 


(Stone & Webster Securities Corp. and Paine, 
Jackson & Curtis) $2,500,000 


Webber, 


ie Es act anda ci eee cs Common 
(Blyth & Co., Inc.) 260,000 shares 
Vocaline Co. of America, Inc.______- Common 
(Paine, Webber, Jackson & Curtis) $48,375 
Von’s Grocery Co.__-_-- SLs | 


(Hemphill, Noye; & Co.) 360,000 shares 
World Wide Helicopters Ltd...______..__._Common 
(Blair & Co., Incorporated) 212,153 shares 
December 3 (Wednesday) 


Arvida Corp. ____- : __.Class A Common 
(Carl M. Loeb, Rhoades & Co. and Dominick & 
Dominick) $27,500,000 


Austria (Republic of) é ee Bonds 
(Kuhn, Loeb & Co. and Ladenburg, 
Thalmann & Co.) $25,000,000 
Campbell Chibougamau Mines, Ltd. Bonds 
(Allen & Co. and W. C. Pitlield & Co., Lid.) $5,090,000 
General Acceptance Corp....______-____ Preferred 
(Paine, Webber, Jackson & Curtis and Eastman Dillon, 
Union Securities & Co.) 300,000 shares 
Montana-Dakota Utilities Co._____--_- ___Bonds 
(Bids 11 a.m. EST) $10,000,000 
Potomac Electric Power Co. Bonds 


(Bids 11:30 a.m. EST) $25,000,000 


Public Service Electric & Gas Co.__-____ Common 
(Merrill Lynch, Pierce, Fenner & Smith) 700,000 sh 


Union of South Africa___.._..___----_-. Bonds 
(Dillon, Read & Co. Inc.) $25,000,000 
United States Freight Co._..____________ Common 
(Offering to stockholders—-to be underwritten by Merrill 
Lynch, Pierce, Fenner & Smith) $210,000 
Wisconsin Public Service Corp._______. Preferred 


‘The First Boston Corp.; Merrill Lynch, Pierce, Fenner & 
Smith; Robert W. Baird & Co., Inc.; and 
William Blair & Co.) $5,000,000 
December 4 (Thursday) 
Ambassador Oil Corp._.-..._.____-___._.. Common 
; (Dempsey-Tegeler & Co.) 700,000 shares 


December 5 (Friday) 


Carolina Telephone & Telegraph Co.. Common 
(Oifering to stockholders—not underwritten) $7,346,625 
Miles Lzboratories, Inc._.___.__________ Debentures 


(Offering to stockholders—-underwritten by 
rhe First Boston Corp.) $6,035,400 
December 8 (Monday) 
Morton Manufacturing Corp.______-___. Common 
(Johnson, Lane, Space Co’p.) 120,000 shares 


Narda Ultrasonics Corp.._.____- _.Common 


(Milton D. Blauner & Co., Inc. and Michael 
G. Kletz & Co.) 60.000 shares 


National Old Line Insurance Co. _Common 
(Equitable Securities Corp.) 515,021 shares 
Northwest Airlines, Inc. manele a Preferred 


(Offering to stockholders—underwritten by The 
First Boston Corp.) $11,226,000 


West Ohio Gas Co.- Common 
(Offering to stockholders—not underwritten) $564,225 
December 9 (Tuesday) 

American Art Metals Co. __.. Debentures 


(The Johnson, Lane, Space Corp., W. E. Hutton & Co, and 


J. H. Hilsman & Co., Inc.) $1,250,000 

Cardinal Instrumentation Corp. _Common 
(Myron A. Lomasney & Co.) $240,000 

Cutter Laboratories Common 


(Blyth & Co., Inc.) 150,000 shares 


Metropolitan Toronto (Municipality of) Debens. 
‘Harriman Ripley & Co., Inc. and Dominion Securities Corp.) 
$28,559,000 


Southern Bell Telephone & Telegraph Co..__Debens. 
Bids 11 a.m. EST) $70,000,000 


December 10 (Wednesday) 
Anheuser-Busch, Ine, ......<.....<-.06-, _Common 
(Newhard, Cook & Co.; Reinholdt & Gardner; Stifel, Nicolaus 

és Co., Inc.; and Scherck, Richter Co.) 100,000 shares 
Carolina Telephone & Telegraph Co.__...Common 
(Bids 11 a.m. EST) 65,952 rights 


Peeemen (A. Cu) Gih.w countess : _.._ Common 
(Smith, Barrey & Co.) 126,780 shares 
Philadelphia Electric Co.__---------------- Bonds 
(Bids noon EST) $50,000,000 
December 11 (Thursday) 

Upjohn Co. ‘ ec Common 
Morgen Stanley & Co.) 2,410,000 shares 
December 15 (Monday) 

Belock Instrument Corp.__-~----. Debentures 
(Carl M. Loeb, Rhoades & Co.) $1,000,000 
Columbia Gas System, Inc. , _._Common 
(Carl M. Rhvades & Co. and Merrill Lynch, Pierce, 
Fenner & Smith) 800,000 shares 
Cuneo Press, Inc.-.- Debentures 
‘Hemphill, Noyes & Co.) $5,000,000 


December 16 (Tuesday) 
Texas Power & Light Co.__.....-.---_-----Bonds 
(Bids to be invited) $12,500,000 
December 18 (Thursday) 
Norfolk & Western Ry._--- __Equip. Trust Ctfs. 
(Bids to be invited) $5,850,000 


January 8 (Thursday) 


San Diego Gas & Electric Co.- Debentures 
‘Bids to be invited) $15,000,000 
January 13 (Tuesday) 

Gulf States Utilities Co. Preferred 
‘Bids to be received) $10,000,000 
January 19 (Monday) 

Gulf States Utilities Co. a Bonds 


(Bids to be invited) $10,000,000 


January 20 (Tuesday) 
Government Employees Variable Annuity 
Life Insurance Co..._...---..--.------Common 
‘Offering to stockholders—underwritten by Johnston, Lemon & 
Co.; Eastman Dillon, Union Securities & Co. and 
Abacté Fund) $7,500,000 





Postponed Financing 


Censumess Weee Ce Ueewonees Preferred 
(Morgan Stanley & Co.) $15,000,000 

Michigan Bell Telephone Co._..----- Debentures 
(Bids to be invited) $40,000,000 

Mantens Pare Ch 6 ici scdddeontdene Bonds 
(Bids to be invited) $20,000,000 

Moore-McCormack Lines, Inc._.-.----------- Bonds 

(Kuhn, Loeb & Co and Lehman Brothers) $24,000,000 

Pennsylvania Power Co._------------------ Bonds 
(Bids to be invited) $8,000,000 

Southwestern Bell Telephone Co,..---- Debentures 
(Bids to be invited) $110,000,000 

Uteh Power & Light Co... <<o<cceceseeecee Bonds 


(Bids to be invited) $20,000,000 
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Cryogenic Engineering Co. 
Sept. 22 (letter of notification) 150,000 shares of class A 
common stock (par 10 cents). Price—$2 per share. Pre- 
ceeds — For repayment of loan; purchase of plant and 
office equipment; raw materials and supplies; and for 
working capital, etc. Officee—U. W. National Bank Bldg, 
1740 Broadway, Denver, Colo. Undertwriter—L. A. Huey, 
Denver, Colo. 


Cuban-Venezuelan Oil Voting Trusts, 
Havana, Cuba 
March 31 filed 767,838 units of voting trust. certificates, 
each certificate representing the ownership of one share 
of common stock (par one-half cent) in each of 2 
Cuban companies. Priee—To be supplied by amend 
ment. Proceeds—For capital expenditures, exploration 
costs and other corporate purposes. Underwriter—None, 


* Cuneo Press, Inc. (12/15) 

Nov. 20 filed $5,000,000 of convertible subordinated 
debentures due Dec. 1, 1978. Price—To be supplied by 
amendment. Proceeds—$1,176,000 to be used to pur- 
chase 12,000 outstanding 312% cumulative preferred 
shares ($100 par) at a price of $98 per share, pursuant 
to agreements entered into with the holders of such 
shares; the balance to be used to augment the com- 
pany’s working capital. Office—2242 Grove St., Chi- 
cago, lll. Underwriter—Hemphill, Noyes & Co., New 
York, 

® Cutter Laboratories, Berkeley, Calif. (12/9) 
Nov. 17 filed 150,000 shares of class A common stock 
(par $1). Price—To be supplied by amendment. Pre- 
ceeds—To repay bank loans, and for other corporate 
purposes. Underwriter—Blyth & Co., Inc., San Fran- 
cisco and New York. 


Derson Mines Ltd. 
June 5 filed 350,000 shares of common stock. Price—$i 
per share. Proceeds—For new equipment, repayment af 
loan, acquisition of properties under option, and other 
corporate purposes. Office—Toronto, Canada, and Em- 
porium, Pa. Underwriter—None. 


Desilu Productions, Inc. (12/2) 

Nov. 10 filed 525,000 shares of common stock, of which 
250,000 shares are to be offered for the account of the 
company and 275,000 shares for selling stockholders. 
Price—To be supplied by amendment. Proceeds—or pur- 
chase of studios. etc. Business—A producer of filmed@ 
television series. Office—780 North Gower St., Holly- 
wood, Calif. Underwriter—Bache & Co., New York. 


*% Diversified Growth Stock Fund, Inc., 

Elizabeth, N. J. 
Nov. 25 filed (by amendment) an additional 184,000 
shares of capital stock. Price—At market. Proceeds— 
For investment. 


* Diversified Investment Fund, Inc., Elizabeth, N.J. 
Nov. 25 filed (by amendment) an additional 2,000,060 
shares of common stock. Price—At market. Proceeds— 
For investment. 


Dutch West India Co., Ltd. ° 
Nov. 3 (letter of notification) 222,220 shares ef common 
stock (par 10 cents). Priee—$1.35 per share. Preceeds— 
For retirement of notes, purchase of equipment, raw 
materials, containers, etc., and leasehold improvements. 
Office — 129 S. State St., Dover, Del. Underwriter--Ross 
Securities, Inc., New York. 

Dynamic Electronics-New York, Inc. 
Oct. 31 (letter of notification) 99,000 shares of common 
stock (par 50 cents). Price—$3 per share. Proceeds— 
For equipping and putting in operation the new plant 
and for general corporate purposes. Office — 73-39 
Woodhaven Blvd., Glendale, L. I., N. Y. Underwriter— 
Elliott & Co., New York, N. Y. 

Epsco, Inc. 
Nov. 5 (letter of notification) 7,500 shares of common 
stock (no par), Price—$24 per share. Proceeds—To sell- 
ing stockholders. Office—588 Commonwealth Ave., Bos- 
ton, Mass. Underwriter—W. C. Langley & Co., Boston, 
Mass. No public offer planned. 
* Epsco, Inc. 
Nov. 5 (letter of notification) 2,200 shares of common 
stock (no par). Price—At the market, Proceeds—To a 
selling stockholder. Office —588 Commonwealth Ave., 
Boston, Mass. Underwriter—-Hayden, Stone & Co., Bos- 
ton, Mass. 


Ethodont Laboratories, Berkeley, Calif. 
Feb. 20 filed 300,000 shares of common stock. Price— 
At par ($5 per share). Proceeds—To cover operating 
expense during the development period of the corpora- 
tion. Underwriter—None. 


Federal Commercial Corp. 
May 21 (letter of notification) 300,000 shares of commap 
stock (par 10 cents). Price—50 cents per share. Pre- 
ceeds—To make loans, etc. Office — 80 Wall St., New 
York, N. Y. Underwriter—Dumont Securities Corp., New 
York, N. Y. 
@ Ferro Dynamics Corp. (12 1) 
Nov. 12 (letter of notification) 100,000 shares of common 
stock (par 25 cents). Price—$3 per share. Proceeds— 
For acquisition or lease of machinery and working cap- 
ital. Office—Lodi, N. J. Underwriters—Milton D, Blau- 
ner & Co., Inc., New York, N. Y., and Hallowell Sulz- 
berger, Jenks, Kirkland & Co., Philadelphia, Pa. 
Fleetwood Motel Corp. 
Oct. 24 (letter of notification) $294,000 of 10-year 6% 
convertible debentures due 1968. Pricee—At par (in de- 
nominations of $100, $500 and $1,000. Proceeds -—- For 
construction of a five-story motor. hotel. Office-—1406 
Philadelphia National Bank Bldg., Philadelphia, Pa. 
Underwriter—R. P. and R. A. Miller & Co., Inc., Phila- 
delphia, Pa. 


Continued on page 42 
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Flintkote Co. 

Nov. 10 filed 132,416 shares of $4.50 series A convertible 
second preferred stock (par $100) together with 330,043 
shares of common stock (par $5). [On Dec. 1, 1958, the 
Hankins Container Co. will be merged into Flintkote; 
and on the same date Flintkote will acquire all of the 
outstanding stock of Orangeburg Manufacturing Co., 
Inc., in exchange for shares of $4.50 series A preferred 
stock. Under the terms of the merger agreement with 
Hankins, each of its 267,458 outstanding common shares 
will be converted into 1.234 shares of Flintkote common, 
which wili result in the issuance of 330,043 shares of 
Flintkote common. Under the plan for acquisition of 
Orangeburg Manufacturing, Flintkote will assume that 
company’s liabilities and issue to it 132,416 shares of the 
new $4.50 series A preferred. Orangeburg Manufactur- 
ing will be dissolved, and the Flintkote preferred shares 
will be distributed to certain of its shareholders. |] 


Fluorspar Corp. of America 
Oct. 14 (letter of notification) 133,333 shares of common 
stock (par 25 cents). Price—$2,25 per share. Proceeds— 
For mining expenses. Office—4334 S. E. 74th Ave., Port- 
land 6, Ore. Underwriter — Ross Securities Inc., New 
York, N. Y. 


% Fort Pierce Port & Terminal Co. 

Nov. 25 filed 2,138,500 shares of common stock (par $1). 
Price—$1.25 per share. Proceeds—To pay short-term 
loans and for completing company’s Port Development 
Plan and rest added to general funds. Office — Fort 
Pierce, Fla. Underwriter—Frank B. Bateman, Ltd., Palm 
Beach, Fla. 

® General Acceptance Corp. (12/3-11) 

Nov. 10 filed 300,000 shares of voting preferred stock, 
convertible series. Price—To be supplied by amendment, 
Proceeds—For expansion and working capital. Under- 
writers—Paine, Webber, Jackson & Curtis and Eastman 
Dillon, Union Securities & Co., both of New York. 


General Aero & Electronics Corp. 

Sept. 29 filed 500,000 shares of common stock (par 10 
cents), of which 100,000 shares are to be sold for the 
account of selling stockholders. Price—$2.25 per share. 
Proceeds—For acquisition of stock of National Missile & 
Electronics Corp., additional working capital and other 
corporate purposes. Underwriter—Willis E. Burnside & 
Co., Inc., New York. 


* General Alloys Co. 

Nov. 17 (letter of notification) 45,250 shares of common 
stock (par $1) of which 16,900 shares are to be offered 
to employees and the remainder to the public. Price— 
To employees, $1.1805 per share. Proceeds—To purchase 
and install machinery and equipment. Office—367-405 
West First St., Boston, Mass, Underwriter—William S. 
Prescott & Co., Boston, Mass. 


General Aniline & Film Corp., New York 
Jan. 14, 1957 filed 426,988 shares of common A stock (ne 
par) and 1,537,500 shares of common B stock (par $1) 
Proceeds—To the Attorney General of the United States 
Underwriter—To be determined by competitive bidding 
Probable bidders: Blyth & Co., Inc., and The First Bos- 
ton Corp. (jointly); Kuhn, Loeb & Co.; Lehman 
Brothers, and Glore, Forgan & Co. (jointly). Bids—Had 
been scheduled to be received up to 3:45 p.m. (EDT) on 
May 13 at Room 654, 101 Indiana Ave., N. W., Washing. 
ton 25, D. C., but bidding has been postponed. 

General Public Service Corp. 
Oct. 29 filed 2,478,264 shares of common stock being of- 
fered for subscription to common stockholders of 
record Nov. 18, 1958 on the basis of one new share for 
each two shares held (with an oversupscription privi- 
lege); rights to expire on Dec. 2. Price—$5 per share. 
Proceeds—For investment, Underwriter—Stone & Web- 
ster Securities Corp., New York. 


Government Employees Variable Annuity Life 
insurance Co. (1/20) 
Nov. 13 filed 2,500,000 shares of common stock (par $1) 
to be offered by company on or about Jan. 20, 1959 viz: 
(1) to holders of common stock (par $4) of Government 
ees Insurance Co., on the basis of one warrant per 
share of stock held on Jan. 6, 1959 (1,334,570 shares are 
now outstanding); (2) to holders of common stock (par 
$1.50) of Government Employees Life Insurance Co.. on 
the basis of 142 warrants per share of stock held on Jan. 
6, 1959 (216,429 shares are now outstanding); and (3) to 
holders of common stock (par $5) of Government Em- 
ployees Corp., on the basis of 12 warrant per share of 
stock held on Jan. 6, 1959 (as of Sept. 30, 1958 there were 
143,127 shares of stock outstanding and $614,360 of 5% 
convertible capital debentures due 1967, convertible into 
shares of common at $28.0374 per share. If all these 
debentures were converted into common stock prior to 
the record date, a total of 164,724 common shares would 
be outstanding). Price — $3 per share. Proceeds — For 
capital and surplus. Office—Government Employees In- 
surance Building, Washington, D, C. Underwriters— 
seneton, on stg een D. C.; Eastman 
Dillon, Union Securities Co., New York; acus 
Fume Westen, Stee k; and Abacus 
Grain Elevator Warehouse Co. 
Nov. 3 filed 100,000 outstanding shares of common stock 
(par 10 cents). National Alfalfa Dehydrating & Milling 
Co., holder of the 100,000 common shares, proposes to 
offer to its stockholders preferential warrants to sub- 
scribe to 98,750 shares of Grain Elevator stock on the 
basis of one warrant to purchase one-eighth share of 
Grain Elevator stock for each share of National Alfalfa 
common held on Nov. 17, 1958; rights to expire Dec. 31. 
2 per share. Proceeds—To selling stockholder. 
Offiee — 927 Market Street, Wilmington, Dei. Under- 
writer—None. 








The Commercial and Financial Chronicle . 


Grand Union Co. 
Oct. 29 filed 187,534 shares of common stock (par $5) 
to be offered in exchange for outstanding common stock 
of Sunrise Supermarkets Corp. at the rate of one share 
of Grand Union stceck for each 2.409 shares of Sunrise 
stock. The offer is subject to acceptance by at least 
80% of the outstanding Sunrise shares by Dec. 31. 


® Gray Manufacturing Co., Hartford, Conn. (12 1) 
Oct. 28 filed 90,218 shares of capital stock (par $5) to 
be offered for subscription by common stockholders of 
record Nov. 25, 1958 at the rate of one new share for 
each four shares held (rights to expire on Dec. 22). 
Price—To be supplied by amendment. Proceeds For 
general corporate purposes. Underwriter—None 


Guaranty Life Insurance Co. of America 
Nov. 14 filed 88,740 shares of class A cominon capiial 
stock (par $1.80). Price—$5.35 per share. Proceeds—To 
increase capital and surplus. Officee—815 15th Strect, 
N. W., Washington, D. C. Underwriter—None. 


Guardian Insurance Corp., Baltimore, Md. 

Aug. 16, 1957, filed 300,000 shares pf common stock, o) 
which 200,000 shares are to be publicly offered and the 
remaining 100,000 shares reserved for issuance upon ex 
ercise of warrants which are to be sold at 25 cents pe: 
warrant to organizers, incorporators, management 
and/or directors. Price—$10 per share. Proceeds—Fo! 
working capital and general corporate purposes. Under- 
writer—None. 


Hamilton Oil & Gas Corp. 
Oct. 22 filed 1,000,000 shares of common stock (par 25 
cents). Price—$2 per share. Proceeds—To acquire funds 
to test drill, explore, and develop oil and gas properties 
Underwriter—None. [The registration includes an ad- 
ditional 588,000 common shares issuable upon exercise 
of 1,176,000 options rights previously offered (Oct. 19, 
1957), which rights entitle the original purchaser 
thereof to purchase one-half share of stock at 50 cents 
per share at the expiration of 13 months after com- 
mencement of such offering. | 


Haverhill Gas Co., Haverhill, Mass. (12 3) 
Nov. 12 (letter of notification) 12,285 shares of capital 
stock (par $10) to be offered for subscription by stock- 
holders of record on Dec. 3, 1958. Priee—S$20 per share. 
Proceeds—To repay bank loans. Underwriter—None. 


Heartland Development Corp. 


Oct. 23 (letter of notification) 22,820 shares of non- 


voting convertible preference stock (par $12) to be 
offered for subscription by stockholders on the basis 
of one share of cenvertible preference stock far each 


10 shares of common stock held on or about Nov. 1, 
1958. Stockholders will have 45 days in whieh to exer- 
cise the rights. Price— At par. Proceeds— To repay 
debts, acquisition of investments, and for general pur- 
poses. Address—P. O. Box-348, Albany, N. Y. Under- 
writer—None. 


% Hecla-Checkmate Mining & Development Co. 
Nov. 12 (letter of notification) 300,000 shares of common 


stock. Price — At par ($1 per share). Preceeds — For 
mining expenses. Office—710 S. Fourth St., Las Vegas, 
Nev. Underwriter—None. 


Heliogen Products, Inc. 
Oct. 22 (letter of notification) 28,800 shares of common 
stock (par $1). Price—s$5 per share. Proceeds—For 
payment of past due accounts and loans and general 
working capital. Office — 39-10 Astoria Blvd., L. I. C. 
3, N. Y. Underwriter—Albion Securities Co., Suite 1512, 
ll Broadway, New York 4, N. Y. 
*% Highway Trailer industries, Inc. 
Nov. 24 filed 473,000 outstanding shares of common 
stock. Price — At prices generally prevailing on the 
American Stock Exchange. Proceeds—To selling stock- 
holders. Office—250 Park Ave., N. Y. Underwriter— 
None. 


Hoagland & Dodge Drilling Co., Inc. 
June 12 filed 27,000 shares of capital stock. Price—$10 
per share. Proceeds—To be used in part for the ex- 
ploration of mines and development and operation of 
mines and in payment of indebtedness. Office—Tucson 
Ariz. Underwriter—None. 


‘Home-Stake Production Co., Tulsa, Okla. 
Nov. 5 filed 116,667 shares of common stock (par $5). 
Priee—$6 per share. Proceeds—For working capital and 
general corporate purposes. Office — 2202 Philtower 
Blidg., Tulsa, Okla. Underwriter—None. 

Honeggers’ & Co., Inc., Fairbury, I. 
Nov. 7 filed 19,000 shares of common stock, of which 
18,000 shares will be sold for the company, and 1,000 
shares for a selling stockholder. Price—$30.50 per share. 
Business—Manufactures and sells formula feeds for live- 
stock, animal and poultry, farm animal shelters and re- 
lated equipment and supplies. Preceeds — For working 
capital and general corporate purposes, including the fi- 
nancing of increased inventory and receivables. Under- 
writers—Tabor & Co., Decatur, Ill., Fusz-Schmelzle & 
Co., Inc., St. Louis, Mo., and Ellis, Holyoke & Co., Lin- 
coln, Neb. 

indiana & Michigan Electric Co. 
Sept. 26 filed $20,000,000 of first mortgage bonds due 
Nov. 1, 1988. Proceeds—To retire bank loans used for 
construction program. Underwriter—To be determined 
by competitive bidding. Probable bidders: Halsey, Stuart 
& Co. Inc.; Eastman Dillon, Union Securities & Co.; The 
First Boston Corp.; Harriman Ripley & Co. Inc. Offer- 
ing—Date indefinite. 
® industrial Minerals Corp., Washington, D. C. 
July 24 filed 600,000 shares of common stock (par one 
cent). Priee—$1 per share. Proceeds—To develop and 
operate graphite and mica properties in Alabama. Un- 
derwriters—Dearborn & Co. and Carr-Rigdom & Co., 
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both of Washington, D. C., on a best efforts sis. State- 
nent effective Nov. 18. 
industro Transistor Corp. (N. Y.) 


feb. 28 filed 150,000 shares of common steck (par 10 
ents). Price—To be related to the market price. Pre- 
eeds—For working capital and to enlarge research and 
ievelopment department. Underwriter —S. D. Fuller & 
-o., New York. Offering—Being held in abeyance. 
investment Corp. of Fiorida 
Oct. 9 (letter of notification) 55,555 
stock (par two cents). Price—$4.50 per share. Proceeds 
—For capital account and paid-in surplus. Office—At- 
lantic Federal Building, 1750 E. Sunrise Boulevard, Ft. 
Lauderdale, Fla. Underwriter—None. 
Jantzen, Inc. 
Oct. 21 (letter of 
stock (par $1). Price- 


notification) 938 shares of commen 
At the market. Proeeeds—-To pay 


stockholders in cash for their fractional interests re- 
sulting from the 4% stock dividend of Nov. 1, 1958. 
Office—411 N. E. 19th Avenue, Portland, Ore. Under- 
writer—Merrill: Lynch, Pierce, Fenner & Smith, New 
York, N. ¥: 

® Kentucky Utilities Co. 

Nov. 3 filed 206,446 shares of common stock (par $10) 
being offered for subscription by common stockholders 


of record Nov. 17,.1958, at the rate of one share for each 
12 shares then held; rights to expire on Dec. 8. Price— 
$33 per share. Proeeeds—To finance part of the com- 
pany’s construction expenditures, including the payment 
of temporary :bank-loans ineurred for that purpose. 
Underwriters—Blyth & Co., Inc., New York, and J. J. B. 
Hilliard & Son, Louisville, Ky. 

% Lake Mead Echo Bay Lodge, Inc. 

Nov. 14 (letter of notification) 300,000 shares 
stock. Price — At par ($1 per share). Proceeds — For 
construction of unit, furnishings for same, opening in- 
ventory. and other working capital. Offiee—5005 South 
La Brea, Los Angeles 56, Calif. Underwriter None, 
Ernest Serfas is President. 

® Lake Ontario Portland Cement Co., Ltd. 

Oct. 29 filed 671,376 shares of common stock and war- 
rants for the purchase of an additional 671,376 shares 
being offered to common shareholders at the rate of one 
unit (consisting of one common share and one warrant) 
for each two shares held as of Nov. 25, with .an 
oversubscription privilege): rights to expire on Dec. 12, 


r common 


1958 


1958. Price—$2.25 per unit (payable in either Canadian 
or U. S. dollars). Proceeds—For construct\ program 
and for corperate purposes. Office Picton, Ontario, 


Canada. Underwriter—None. The company’s two prin- 


cipal shareholders. together with Kidder, Peatody & Co. 
and Nesbitt; Thomson & Company, Limited, have agreed 
that they will subscribe for a total of 343,432 units. 

*% Lance, Inc., Charlotte, N. C. 

Nov. 14 (letter of notification) 1,584 shares of class A 
voting stock (par $5) and 2,376 shares ot class B non- 


voting stock (par $5) to be offered 
suant to “Lance Employee Stock Plan.” 
per share. Proeeeds—For working capita! 

None. 

Laughiin Alloy Steel Co., Inc. 
Aug. 28 filed $500,000 of 6% subordinated calfable de- 
bentures due June 30, 1968, and 150,000 shares of common 
stock (par 10 cents) to be offered in units of $1006 of 
debentures and 30 common shares. Price—$100 per unit. 
Proceeds—Together with a $175,000 mortgage loan from 
the American Brake Shoe Co., will be used to meet ex- 
penditures' in acquiring latter company’s Seuth San 
Francisco foundry and for working capital. Offices—Las 
Vegas, Nev., and South San Francisco, Calif. Underwriter 
—Sam Watson Co., Inc., Little Rock, Ark. on a best 
efforts basis. 

Life Insurance Securities Corp. 
Warch 28 filed 1,000,000 shares of capital stock (par $1). 
Price—$5 per share. Proceeds—To acquire stock control 
of “young, aggressive and expanding life and other in- 
surance companies:and related companies and then to 
yperate such companies as subsidiaries.” Underwriter— 
first Maine Corp... Portiand, Me. 


Ling Electronics, inc. 
Oct. 28 filed $922,500 of 5°4% subordinated convertible 
debentures due Dec. 1, 1970, to be offered in exchange 
on the basis .of* equal principal amounts for the out- 
standing 3% corvertible subordinated income notes due 
1967 of the Calidyne Co., Inc., a subsidiary. The com- 
pany will offer to purchase at face value Calidyne 
notes from those stockholders who desire to sell their 
notes for cash; at a price equal to 100% of their prin- 
cipal amount. 
® Lorillard (P.) Co., New York 
Nov. 5 filed 364.670 shares of Common stocx (par $10), 
being offered for subscription by commen stockholders at 
the rate of one’ new share for each eight shares held on 
Nov. 25; rights to expire on Dec. 9. Priee—368 per share. 
Proceeds—To. be added to genera! funds of the company 
and used for corporate purposes, including reduction of 
short-term bank loans. Underwriters—Lehman Brothers 
and Smith, Barney & Co., both of New Yor 

Los Angebes Drug Co. 
Oct. 3 filed 50,000 shares of capital stock, to be offered 
for subscription by holders of outstanding stock, on a 
pro rata basis. Any shares not so sold will be offered on 
an exchange basis to holders of outstanding 5% sinking 
fund debentures. Price—$10.50 per share to stockholders; 
$11.50 to public. Proceeds—-$328,300 to redeem outstand- 
ing 5% sinking fund debentures and $189,200 to reduce 
short terrn bank loans. Officee—Los Angeles, Calif. Un- 
derwriter—Quincy Cass Associates, Los Angeles, Calif. 

Lowenstein (M.) & Sons, Inc. 
Nov. 7 (letter of notification) 3,225 shares of common 
stock (par $1) to ne offered on a basis of 1%: shares in 


to empioyees pur- 
Price—$12.50 
Underwriter 
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one share of capital stock of Wamsutta 
1430 Broaaway. New Yerk, N. Y.. Under- 


exchang: 01 
Mills. Office 
writer—N one 


LuHoc Mining Corp. 
Sept. 29 filed 350,000 shares of common stock. Priee—$) 
per share. Proceeds — For the acquisition of properties 
under option and for various geological expenses, test 
dritling, purchase of equipment, and other similar pur- 
poses. O#fiees—Wilmington, Del.,. and Emporium, Pa 
Underwriter—None. 


M. C. A. Credit Co., Inc., Miami, Fla. 
Oct. 6 filed 100,000 shares of -common stock. Price—$5 
per share. Proceeds—To reduce current indebtedness to 
Walter E. Heller & Co, Underwriter—Plymouth Bond 
& Share Corp., Miami, Fla. 
*% Mankaio Citizens Telephone Co. 
Nov. 19 (letter of notification) 5,454 shares of common 
stock (3 to be offered for subscription by stock- 
holders on the basis of one new share for each seven 
shares held: unsubscribed shares to employees. Price— 
$55 per share. Proceeds—To complete dial conversion 
program. Offiee—315 South Second St., Mankato, Minn. 
U nderwriter—None. 
® Marcus Transformer Co., Inc. (12 16-15) 
Nov. 6 (letter of notification) 75,000 shares of. common 
stock (par 1 cents). Price—S4 per share. .Preeceeds- 
For purenase and imstatiation of new production equip- 


ment and working capital. Office—900 Leesville Ave., 
Rahway Tl. Underwriter—Berry & Co., New York, 
N. Y. 


@® Marine Corp., Milwaukee, Wis. 

Nov. 10. filed 501,500 shares of common stoek (par $10) 
to be offered in exchange for all the issued and outstand- 
ing shares of capital stock of the following banks at the 
indicated ratios of exchange: (1) two shares for each of 
the 220,000 outstanding shares of Marine National Ex- 
change Bank of Milwaukee, $20 par: (2). 22 shares for 
each of the 1,000 outstanding shares of Cudahy State 
Bank, Cudahy, Wis., $100 par: (3) three shares for each 
of the 7,500 outstanding shares of Holton State Bank, 
Milwaukee, $20 par: and (4) 17 shares for each of the 
1,000 outstanding shares of South Milwaukee Bank, 
South Milwaukee, $100 par. Each of the exchange pro- 
posals is conditioned (among other things) upon ex- 
changes being made with the holders of not less than 
80" of the stock of the. bank with respect to which the 


proposal ace. The oifer wili termmate cn Dec. 31, 
1958. 

Merchants Petroleum Co. 
Oct. & (letter of notification) 159,395 shares of common 


stock (par 25 cents) to be offered for subscription by 
stockholders of record Oct. 15, 1958 on the basis of one 
new share for each five shares held; rights to expire 
Dec. 15, 1958. Unsubscribed shares may be offered to 
one or more persons sclected by the board of directors. 
Price —$1.4) per share. Proceeds —To reduce bank loan; 
to increése working capital and for ‘general “corporate 
purpgses. Offiee—617 W. 7th Street, Los Angeles, Calif 
Underwriter—N one. 

- >%¢ Metropolitan Toronto (Municipality of) (12/9) 
Nov. 25 filed $5,852,000 of instalment debentures, ma- 
turing from Dec. 15, 1959 through 1977, and $22,707,000 
of sinking fund debentures, maturing in 1978, 1983, and 


1988. Price—-To be supplied by amendment. Proceeds 
—For various public works projects. Underwriters- 
Harriman Ripley & Co., Ine. and Dominion: Seeurities 
Corp., both New York, and five other firms. 


Mid-Atiantic Marina, Inc., Baltimore, Md. 
Oct. 28 (letter of notification) 60,000 shares of. 7% pre- 
ferved stock (par $3.50), Price—-S5 per shdre. Proceeds— 
For construction of a marina. Office — Room 104, Old 
Town Bank Bldg., Baltimore 2, Md. Underwriter—Mary- 
land Securities Co., Baltimore, Md. 

Miles Laboratories, Inc. (12 5) 
Nov. 14 filed $6,035,400 of convertible subordinated de- 
bentures due 1978. to be offered for subsctiption by com- 
mon stockholders of record Dec, 4, 1958 in the ratio of 
$100 of debenturse for each 20 common shares held: 
rights will expire on Dec. 19, 1958. Priee—-To be supplied 
by amendment. Preceeds--For expansion program and 
general corporate purposes. Underwriter The First 
Boston Corp., New York. 
* Mitchel? (John E.) Co. 
Nov. 17 Getter of notification) 500 shares of common 
stock to be offered for subseription by stockholders on a 
pro rata basis. Price—$100 per share. Preceeds—To 
pay instalment on a note due. Officee—3800 Commerce 
St.. Dallas, Tex. Underwriter—None. 
* Mebile Home Park Development Corp. 
Nov. I4¢ (letter of notification) 25,000 shares of common 
stock. Price—At par ($10 per share). Preceeds—For 
further leans and other working capital. Office—176 
West Adams St., Chicago, Ill. Underwriter—None. 

Montana-Dakota Utilities Co. (12/3) _ . 
Nov. 7 filed $10,000,000 of first mortgage bonds due Dec. 
1, 1983. Proceeds—To repay short-term bank loans in 
the amount of $9,000,000 and for construction program. 
Underwriter—-To be determined by competitive bidding 
Probable bidders: Halsey, Stuart & Co. Inc.; Blyth & Co.., 
Inc.: Merril! Lynch, Pierce, Fenner & Smith and Kidder, 
Peabody & Co. (jointly): Blair & Co. Bids—Expected 
to be received up to 11 a.m. (EST) on Dee, 3. 

Montana Power Co. 
July 1 filed $20,000,000 of first mortgage bonds due 1988. 
Proceeds — Together with other funds, to be used to 
repay $15,500,000 in bank loans and to carry on the 
company’s construction program through 1959. Under- 
writer—To be determined by competitive bidding. Prob- 
able bidders: Halsey, Stuart & Co. Inc.; Lehman Bros.; 
Merril] Lyneh, Pierce, Fenner & Smith, and Stone & 
Webster Securities Corp. (jointly); White, Weld & Co.; 
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Eastman Dillon, Union Securities & Co.: Kidder Pea- 
vody & Co., Smith, Barney & Co. and Blyth & Co., Inc 
(jointly). Bids—Had been expected to be received up 
to noon (EDT) on Aug. 26 at Room 2033, Two Rector St., 
New York, N. Y., but company on Aug. 22 again decided 
to defer sale pending improvement in market conditions 


Montana Pewer Co. 

July 1 filed 100,000 shares of common stock (no par) 
[he stock will be offered only to bona fide residents 
of Montana. Price—To be related to the current market 
price on the New York Stock Exchange. Preceeds—To- 
gether with other funds, to carry on the company’s con- 
struction program through 1959. Manager-Dealers — 
Smith, Barney & Co., Kidder, Peabody & Co. and Blyth 
& Co., Ine. 


® Morton Manufacturing Corp. (12/8-12) 
Nov. 17 filed 120,000 shares of common stock 
Price — To be supplied by amendment. 
selling stockhelders. Office 
burg, Va. Underwriter 
Augusta, Ga. 


Motion Picture Investors Inc. 
July 11 filed 200,000 shares of common stock (par $1). 
Price—$10.75 per share. Proceeds—For investment. Of- 
fice—1000 Power & Light Bldg., Kansas City, Mo. Un- 
derwriter—N one. 


(par $1). 
Proceeds — To 
~—2101 Hudson Street, Lynch- 
-Johnson, Lane, Space Corp., 


Nardo Ultrasonics Corp. (12 8) 
Nov. 4 filed 60,000 shares of common stock (par 10 
cents). Price — To be supplied by amendment. Preceeds 


—Tv Narda Microwave Corp., the selling stockholder. 
Underwriters — Milton D. Blauner & Co., Inc. and 
Michael G. Kletz & Co., both of New York, and sixeother 
underwriters. 


National Educators Finance Corp. 
June 4 (letter of notifieation) 50,000 shares of common 
stock. Priee—At par (50 cents per share). Preceeds— 
To train and procure persons to implement and earry 
out the projected plan of development and operation. 
Office—1406 Pearl St., Boulder, Colo. Underwriter— 
Western Securities Co., Boulder, Colo. 


National Old Line Life Insurance Co. (12 8-16) 
Nov. 10 filed 515,021 outstanding shares of class BB 
common stock. Price—To be supplied by amendment. 
Proceeds—To sclling stockholders. Offiee—Capital Ave. 
and Wood Lane, Little Rock, Ark. Underwriter—Equit- 
able Securities Corp., Nashville, Tenn. Offering—Ex- 
pected the second or third week ot December. 

Naylor Engineering & Research Corp. 

Sept. 29 (letter of notification) 300,000 shares of cumu- 
lative voting and non-assessable common stock. Price— 
At par ($1 per share). Proeceeds—For organizational ex- 
penses and first three months’ operational expenses. Of- 
fice—1250 Wilshire Blvd., Los Angeles 17, Calif. Under- 
writer—Waldron & Co., San Francisco 4, Calif. 


Nedow Oil Tool Co. 
May 5 (letter of notification) 150,000 shares of common 
stock (par one cent). Price—$2 per share. Preceeds—To 
pay loan; to acquire fishing tools for leasing; and for 
working capital. Office—931 San Jacinto Bldg., Houston, 
Tex. Underwriter—T. J. Campbell Investment Co., Inc., 
Houston, Tex. 
% Nelson Fund, Irc. 
Nov. 20 filed 600 shares of capital stock (par $1,000). 
Price—At market. Proceeds—For investment. Office— 
37 Wall St.> New York, N. Y. 
* Nielsen (A. C.) Co. (1210-11) 
Nov. 20 filed 126,780 shares of common stock (par $1), 
of which 64,500 shares are to be sold for the account 
of the company and 62,280 shares for the account of 
selling stockholders. Price—To be supplied by amend- 
ment. Proceeds — To be used for corporate purposes, 
including expansion, improvements, etc. Offiee—2101 
Howard St., Chicago, Ill. Underwriter—Smith, Barney 
& Co., Chicago and New York. 
Northwest Airlines, Inc. (12/8) 
Nov. 13 filed 449,040 shares of cumulative preferred 
stock, convertible series (par $25) to be offered for sub- 
scription by common stockholders on the basis of one 
preferred share for each three common shareg held on 
Dec. 5; rights to expire on Dec. 22. Priee—To be sup- 
plied by amendment. Preceeds — Together with other 
funds, to liquidate the borrowing under the present 
credit agreement with banks now amounting to $34,000,- 
000, and the balance, together with cash generated from 
depreciation and retained earnings will be applied to- 
ward the acquisition of the new turboprop and turbojet 
aircraft and related spare parts, equipment and ground 
facilities, and for other corporate purposes. Underwriter 
-The First Boston Corp., New York. 
Northwest Gas & Oil Exploration Co. 
Aug. 22 (letter of notification) 300,000 shares of common 
stock (par 10 cents). Price—$1 per share. Proceeds— 
For acquisition of additional gas and oil interests and 
corporate administrative expenses. Office—150 Broad- 
way, New York 38, N. Y. .Underwriter — Greenfield & 
Co., Inc., New York 5, N. Y. 
Oak Ridge, Inc. 
Sept. 4 (letter of notification) 100,000 shares of common 
stock (par $1). Price — $3 per share. Proceeds — For 
working capital. Office—11 Flamingo Plaza, Hialeah, 
Fla. Underwriter — Henry & Associates, Inc., 11 Fla- 
mingo Plaza, Hialeah, Fla. 
Odlin Industries, Inc. 
Nov. 12 filed $250,000 of 5'2% convertible debentures 
and 250,000 shares of common stock (par 10 cents). Price 
-Debentures at 100% and stock at $3 per share. Pro- 
ceeds—To purchase a textile mill, machinery, equipment 
and raw materials, and to provide working capital. Office 
—375 Park Ave., New York, N. Y. Underwriter—Harris 
Securities Corp., New York, N. Y., on a best efforts basis. 
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Oil, Gas & Minerals, Inc. 
Nov. 4 (letter of notification) 150,000 shares of common 
stock (par 35 cents). Price—$1 per share. Office—Na- 
tional Bank of Commerce Bldg., New Orleans 12, La. 
Et ee Investment Co., Inc., New Orleans, 
a. 


*% Oil, Gas & Minerals, Inc. 

Nov. 16 (letter of notification) 116,000 shares of common 
stock (par 35 cents). Price—$1 per share. Proceeds— 
For development of oil and gas properties. Office—51I3 
International Trade Mart, New Orleans 12, La. Under- 
writer—Assets Investment Co., Inc., New Orleans, La. 


Oo. T. C. Enterprises inc. 
March 6 (letter of notification) 23,200 shares of com- 
mon class B stock (par $1). Price—$5 per share. Pre- 
ceeds—For completion of plant plans; land; construc- 
tion and operating expenses. Officee—2502 N. Calvert 
St., Baltimore 18, Md. Underwriter—Burnett & Coa., 
Sparks, Md. 
® Pacific Gas & Electric Co. (12/2) 
Nov. 7 filed $65,000,000 of first and refunding mortgage 
bonds, series DD, due June 1, 1990. Proceeds—For cost 
of utility property additions. Underwriter—To be deter- 
mined by competitive bidding. Probable bidders: Halsey, 
Stuart & Co. Inc. and The First Boston Corp. (jointly); 
Blyth & Co., Inc. Bids—-Expected to be received up to 
8:30 a.m, (PST) Dec. 2. 


Pacific Telephone & Telegraph Co. (12/1) 
Oct. 24 filed 1,594,604 shares of common stock to be 
offered for subscription by holders of outstanding’ com- 
mon and preferred stock of record Nov. 26, 1958 on the 
basis of one new share for each eight common or pre- 
ferred shares held; rights will expire on Dec. 30, 1958. 
Price—At var ($100 per share). Proceeds—To repay ad- 
vances from American Telephone & Telegraph Co. Un- 
derwriter — None. Control— Of the 832,000 shares of 
6° preferred stock (par $100) and 11,936,?35. shares of 
common stock (par $100) outstanding as of Oct. 24, 1958, 
there were owned by the Ameri*an Telephone & Tele- 
graph Co. 640,957 prefered shar¢s and 10,790,943- com- 
mon shares. 

Papercraft Corp., Pittsburgh, Pa. (12/2) 
Nov. 12 filed 250,000 shares of common stock (par $1). 
Price—To be supplied by amendment. Proceeds—To sell- 
ing stockholders. Business—The corporation is a leading 
manufacturer and distributor of gift wrapping products 
for all occasions. Underwriter—Eastman Dillon, Union 
Securities & Co., Chicago, Il. 

Peckman Plan Fund, Inc., Pasadena, Calif. 
May 19 filed 20,000 shares of common stock (par $1). 
Price—At market. Proceeds—For investment. Under- 
writer—Investors Investments Corp., Pasadena, Calif. 


Peninsular Metal Products Corp. 
Oct. 6 (letter of notification) 10,000 shares of common 
stock (par $1). Price—At market (not to exceed an ag- 
gregate of $100,0C0). Proceeds—To a selling stockholder. 
Office—1365 Jarvis, Ferndale, Mich. Underwriter—Wnry 
C. Roney & Co., Detroit, Mich. 


Pennsylvania Power Co. 

Aug. 1 filed $8,000,000 of first mortgage bonds due 1988, 
Proceeds—To redeem a like amount of 5% first mort- 
gage bonds due 1987. Underwriter—To be determined 
by competitive bidding. Probable bidders: Halsey, Stuart 
& Co. Inc.; Kidder, Peabody & Co.; White Weld & Co.; 
Equitable Securities Corp., and Shields & Co. (jointky); 
Lehman Brothers, Eastman Dillon, Union Securities & 
Co., Salomon Bros. & Hutzler and Ladenburg, Thalmann 
& Co. (jointly); Merrill Lynch, Pierce, Fenner & Smith 
and Dean Witter & Co. (jointly). Bids — Tentatively 
had been expected to be received up to 11 a.m. (EDT) 
on Aug. 27 but company on Aug. 22 decided to defer 
sale pending improvement in market conditions. 


Philadelphia Electric Co. (12/10) 
Nov. 13 filed $50,000,000 of first and refunding mortgage 
bonds due Dec. 1, 1986, Preceeds—-To be used to finance 
construction program and to repay bank loans. Under- 
writer—To be determined by competitive bidding. Prob- 
able bidders: Halsey, Stuart & Co. Inc.; Morgan Stanley 
& Co. and Drexel & Co. (jointly); The First Boston 
Corp.; White, Weld & Co. Bids—Expected to be received 
up to noom (EST) on Dee. 10. 

Pioneer Trading Corp., Bayonne, N. J. 
Nov. 10 filed 10,000 shares of $8 cumulative preferred 
stock, series A (par $100) and $1,000,006 of 8% subordin- 
ated debentures, series A, due Dec. 1, 196% to be offered 
in units of a $500 debenture and five shares of pre- 
ferred stock. Price—$1,000 per unit. Proeeeds — For 
general corporate purposes. Underwriter—-None. 
® Polaroid Corp. 
Nov. 6 filed 173,616 shares of common stock (par $1) be- 
ing offered for subscription by common stockholders: af 
record Nov. 25, 1958 on the basis of one new share for 
each 21 shares then held; rights to expire on Dec. 9 
Price —$70 per share. Proceeds— For expansion and 
working capital. Underwriter—Kuhn, Loeb & Co., New 
York. 

Ponce de Leon Trotting Association, Inc. 
Aug. 7 filed 400,000 shares of common stock (par ene 
cent). Price—$1.50 per share. Preceeds—To pay current 
liabilities, for new eonstruction and working eapital, 
Office—Bayard, Fla. Underwriter—Robert L. Ferman 
Co., Inc., Miami, Fla. 
® Potomac Electric Power Co. (12/3) 
Nov. 10 filed $25,000,000: of first mortgage bonds due 
1993. Proceeds—To repay bank loans and for construc- 
tion program. Underwriter—To be determined by com- 
petitive bidding. Probable bidders: Halsey, Stuart & 
Co., Inc.; Harriman Ripley & Co., Inc.; The Pirst Boston 
Corp.; Kidder, Peabody & Co:, Merrill Lynch, Pierce, 
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Fenner & Smith. White, Weld & Co. and Salome: Bros 
& Hutzler (jointly): Lehman Brothers and Eastman Dil- 
ion. Union Securities & Co. (jointly); Dillon, feed & 
Co.. Inc. and Johnston, Lemon & Co. (jointly). Bids— 
expected to be received up to 11:30 a.m.( EST) on Dec. 3 


Prairie Fibreboard Ltd. 
Aug. 18 filed 209,993 sheres of common stock (par $1.50) 
‘o be offered for sale to residents of Canada in the Prov- 
inces of Manitoba, Saskatchewan and Alberta and tc 
residents of the United States “only in the State of North 
Dakota.” Price —$3 per share. Proceeds —-For con- 
struction purpose. Office —Saskatoon, Saskatchewan 
Canada. Underwriter—Allied Securities Ltd., and United 
Securities, Ltd., both of Saskatoon, Canada. 

Public Service Electric & Gas Co. (12 3) 
Nov. 13 filed 700.000 shares of common stock (no par). 
Price—To be supplied by amendment. Proceeds — For 
construction program. Underwriter -— Merrill Lynch, 
Pierce, Fenner & Smith, New York. 
*& Putnam Growth Fund, Boston, Mass. — 
Nov. 19 filed (by amendment) an additional 200,000 
shares of beneficial interest (par $1) Price—At market. 
Proceeds—For investment. 


Rassco Financial Corp. eS 
June 26 filed $1,000,000 of 15-year 6% series A sinking 
fund debentures due 1973, to be offered in denominations 
of $500 and $1,000. Price—At par. Proceeds—For work- 
ing capital and general corporate purposes. Underwriter 
—Rassco Israel Corp., New York. on a “best efforts’ 
basis. Offering—-Expected late this year. 

* Realty & Theatre Ventures, Inc. 

Nov. 18 (letter of notification) 200,000 shares of class 
A stock (par one cent). Price—$1.50 per share. Pro- 

eceeds—For general working capital. Office—50 Broad 

St., New York, N. Y. Underwriter—Willis E. Burnside 

& Co., Inc., New York. 

*% Reid Laboratories, Inc. 

Nov. 14 (letter of notification) 127,284 shares of common 

stock. Price — At par ($1 per share). Proceeds — For 

office equipment: inventory and working capital. Office 
565 Western Ave., N. W., Atlanta 14, Ga. Underwriter 
—None. 

@® Relur Corp. (11° 28-121) 

Oct. 16 (letter of notification) 150,000 shares of common 
stock (par five cents). Price —- $2 per sare. Proceeds — 
For inventories and working capital. Offiee—1007 South 

2ist Avenue, Hollywood, Fla, Underwriters—H. J. Wein- 

berger Co., Jersey City, N. J., and Walter R. Blaha & 
Co., Inc., Long Island City, N. Y. 

Remo Corp., Orlando, Fia. 

Sept. 22 filed 100,000 shares of class A common stock. 
Price—To be supplied by amendment. Proceeds—For 
working capital. Underwriter —- Citrus Securities Co., 
Orlando, Fla. 

Richwell Petroleum Ltd., Alberta, Canada 
June 26 filed 1.998.716 shares of common stock (par $1) 
Of this stock, 1,174,716 shares are to be sold on behalf of 
the company and 824.000 shares for the account of cer- 
tain selling stockholders. The company proposes to offe 
the 1,174,716 shares for subscription by its shareholders 
at the rate of one new share for each three shares held 
(with an oversubscription privilege). The subscription 
period will be for 30 days following issuance of sub- 
scription rights. Price—To be supplied by amendment 
Proceeds—To pay off demand note, to pay other indebt- 
edness, and the balance if any will be added to working 
capital. Underwriter— Pacific Securities Ltd., Van- 
couver, Canada. 

Rocky Mountain Quarter Racing Association 
Oct. 31, 1957 (letter of notification) 300,000 shares of 
common stock. Priee—At par ($1 per share). Proceeds 
To repay outstanding indebtedness. Offiee—Liitleton, 
Colo, Underwriter—R. B. Ford Co., Windover Roaa 
Memphis, Tenn. 

Routh Robbins Investment Corp. 

Sept. 22 filed $1,000,000 of 10-year 6° cumulative con- 
vertible debentures and 99,998 shares of common stock 
Price—Of debentures, at par (in units of $100 each); 
and of stock, $1 per share. Proceeds — For investments 
and working capital. Office—Alexandria, Va. Under- 
writer—None., 


Rural Telephone Co., Knox, Pa. 
Sept. 29 (letter of notification) 3,000 shares of common 
stock (par $10) to be offered to stockholders on the 
basis of one new share for each three shares held; rights 
will expire on Oct. 31, 1958. Price—$20 per share. Pro- 
eeeds—-For installation, construction and working cap- 
ital. Underwriter—None. 

Service Life Insurance Co. 
Sept. 26 (letter of notification) 3,567 shares of common 
stock (par $1). Price—$18.75 per share. Proceeds—To 
go to a selling stockholder. Office—400 W. Vickery Blvd., 
seer aares Tex. Underwriter—Kay & Co., Inc., Hous- 

n, Tex. 


Sheraton Corp. of America 
Oct. 24 filed $26,500,000 of 742% capiial income sinking 
fund debentures. The company proposes to offer $8,- 
000,000 of the debentures in exchange for outstanding 
common shares and an additional $4,000,000 in exchange 
for outstanding 4°4% convertible debentures due March 
i, 1967, and 5% debentures due March 1, 1967 (the 
terms of the exchange offers are to be supplied by 
amendment). An additional $1,000,000 of the new de- 
bentures are to be offered to company employees at 
an offering price equal to 95% of principal amount. 
The remaining $13,500,000 of debentures, plus any part 
of the $12,000,000 not taken pursuant to the exchange 
offers will be offered for public sale at 100% of prin- 
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cipal amount. Proceeds For general corporate pur- 
poses, including the financing of the cost of any acquisi- 
tions and new construction. Underwriter—-Sheraton Se- 
curities Corp., Boston, Mass, on a best efforts basis. 


Sheridan-Beimont Hotel Co. 
Aug. 19 (letter of notification) $250,000 of 6% convertible 
debentures due Sept. 15, 1963 to be offered for subscrip- 
tion by common stockholders on a pro rata basis. Priee— 
At par. Proceeds—-For working capital. Office — 3172 
North Sheridan Rd., Chicago 14, Ill. Underwriter—None 


Sire Pian of Elmsford, Inc., New York (12 22) 
Nov. 10 filed $250,000 of 6% 10-year debentures and 5.- 
000 shares of 6% participating preferred stock (par $50) 
to be offered in units of a $50 debenture and one share 
of preferred stock. Price—$100 per unit. Proceeds—For 
acquisition of motels. Underwriter —Sire Plan Portfolios, 
Inc., New York. 

Southern Bell Telephone & Telegraph Co. 

(12/9) 
Nov. 14 filed $76,000,000 of 35-year debentures due Dec 
1, 1993. Proceeds—To repay outstanding advances from 
American Telephone & Telegraph Co., and the balance 


will be used for general corporate purposes. Under- 
writer — To be determined by competitive bidding. 
Probable bidders: Halsey, Stuart & Co. Inc.; Morgan 
Stanley & Co. Bids—Tentatively scheduled to be re- 


ceived at Room 2315, 195 Broadway, New York, N. Y.. 
up to 11 a.m. (EST) on Dec. 9. 

Southern Colorado Power Co. (12 2) 

Nov. 10 filed 50,000 shares of cumulative preferred stock 
(par $50). Price—To be supplied by amendment. Pro- 
ceeds—Together with other funds, will be applied to the 
payment in part of obligations incurred or to be incurred 
in connection with the company’s coystruction program 
during 1957 and 1958 or for the payment of bank loans 
made in connection therewith. Underwriters—Stone & 
Webster Securities Corp. and Paine, Webber,, Jackson & 
Curtis, both of New York. 

Sports Arenas (Delaware) 
Nov. 18 tiled $2,000,000 of 6° 10-year convertible de- 
bentures (subordinated), due Jan. 1, 1969. Price—To be 
supplied by amendment. Proceeds—$750,000 to pay AMF 
Pinspotters, Inc. for bowling alley beds; $350,000 to pay 
for other installations, fixtures and equipment: $85,000 
to expand two present establishments by increasing 
the number of alley beds by eight at Yorktown Heights 
and by six at Wilton Manor Lanes, Fort Lauderdale; 
$300,000 for Ceposits on leaseholds, telephones and util- 
ities: and $395,000 for working canital. Underwriter 
None. 

Sports Arenas (Delaware) Inc. 

Nov. 18 filed 461,950 shares of common stock (par one 
cent). Price—At the market (but in no event iess than 
$6 per share). Proceeds—To selling stockholders. Office 
—33 Great Neck Rd., Great Neck, N. Y. Underwriter 
None. 

State Life, Health & Accident Insurance Co. 
July 9 (letter of notification) 50,000 shares of common 
stock (par~$1). Price—$5 per share. Proceeds—To be 
invested in stocks and bonds and to acquire other life 
insurance companies. Address—P. O. Box 678, Gulfport 
Miss. Underwriter—Gates, Carter & Co., Gulfport, Miss 

Strategic Minerals Corp. of America, Dallas, Ter 
March 31 filed $2,000,000 of first lien mortgage 6% bonds 
and 975,000 shares of common stock (par 10 cents). Pries 
—For bonds, 95% of princ‘»al amount; and for stock $2 
per share. Proceeds—To erect and operate one or more 
chemical processing plants using the Bruce - Williams 
Process to beneficiate manganese ores. Underwriter— 
Southwest Shares, Inc., Austin, Texas. 


® Structural Fibers, Inc. 

Nov. 4 (letter of notification) 15,700 shares of common 
stock being offered for subscription by stockholders of 
record Nov. 17, at the rate of one share for each two 
shares held (with an oversubscription privilege); rights 
to expire on Dec, 15. Price — At par ($10 per share). 
Proceeds—To retire outstanding debts and for working 
capital. Office—Fifth Ave., Chardon, Ohio. Underwriter 
—None. 


Super Food Services, Inc. 
Oct. 28 filed 110,000 shares of preferred stock, first series, 
and 110,000 warrants, first series, to purchase a like 
number of common shares to be offered in units of one 
preferred share and one warrant (warrants are exercis- 
able at $2.50 per common share). Price—$20 per unit. 
Proceeds—To purchase outstanding shares of F, N. John- 
son Co. Underwriter—W. H. Tegtmeyer & Co., Chicago, 
Ill. [In addition, the company is offering warrants to 
purchase 6,347 common shares to holders of class A cap- 
ital stock, if converted to common shares on or before 
Dec. 31, 1958; and warrants to purchase 6,000 shares are 
being given to Central Illinois Securities Corp., which 
has subscribed to 25,000 of the units being offered. A 
total of 42,356 common shares are being offered to class 
A capital shareholders in exchange for said class A 
shares on a share for share basis.| Offering—Expected 
this week. 
Surrey Oil & Gas Corp., Dallas, Tex. 

Nov. 12 filed 300,000 shares of common stock (par $1). 
Price—S$3 per share. Proceeds—To retire current liabil- 
ities and for drilling and exploration costs and working 
capital. Underwriter—Peter Morgan & Co., New York. 
* Texas Power & Light Co. (12/16) 

Nov. 21 filed $12,500,000 of first mortgage bonds due 
1988. Proceeds—Together with a cash contribution of 
$2,000,000 from its parent, Texas Utilities Co., and funds 
derived from operations, will be used to finance con- 
struction and to repay $4,000,000 of loans from the 
parent. Underwriter—To be determined by competitive 
bidding. Probable bidders: Haisey, Stuart & Co. Inc.; 
Kuhn, Loeb & Co., Blyth & Co., Ine., Kidder, Peabody 


Inc. 
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& Co., and Merrill Lynch, Pierce, Fenner & Smith 
(jointly); Eastman Dillon, Union Securities & Co. and 
Salomon Bros. & Hutzler (jointly): White, Weld & Co. 
Lehman Brothers; Drexel & Co. and Hemphill, Noyes 
& Co, (jointly); The First Boston Corp. Bids—-Expected 
to be received on Dec. 16. 


Thomas Paint Products Co. 

May 26 (letter of notification) 1,250 shares of common 
stock (par $10) and $37,500 of 6% serial subordinated 
debenturcs series 1958, to be offered in units of one 
share of stock and $50 principal amount of debentures 
to be offered to stockholders on the basis of one unit for 
each two shares of stock owned (500 of the shares are 
being offered to the President of the company). Price— 
§60 per unit. Preceeds—For working capital. Officee— 
a Whitehall St., S. W., Atlanta, Ga Underwriter— 
wone, 


Timeplan Finance Corp. 

March 25 (letter of notification) 27,272 shares of 70-cent 
cumulative preferred stock (par $5) and 27,272 shares 
of common stock (par 10 cents) to be offered in units 
of one share to each class of stock. Priee—$11 per unit 
Proceeds— For working capital. Office —111 E. Main 
St., Morristown, Tenn, Underwriter—Valley Securities 
Corp., Morristown, Tenn. 


Tip Top Oil & Gas Co., Sait Lake City, Utah 
April 15 filed 220,000 shares of common stock, of which 
200,000 shares are to be publicly offered. Pricee—$5 per 
share. Preceeds—To drill two new wells and for general 
corporate -urposes. Underwriter — Andersen-Randolph 
& Co., Inc., Sait Lake City, Utah. 


Tower Merchandise Mart, Inc., Boulder, Colo. 
Noy. 10 filed 500,000 shares of common stock (par $5) 
Price—$10 per share. Proeeeds—For working capital and 
construction program. Underwriter—Allen Investment 
Co., Boulder, Colo. 


® Tucson Gas, Electric Light & Power Co. 
Nov. 5 filed 110,000 shares of common stock (par $5) 
being offered for subscription by common stockholders 
at the rate of one new share for each 10 shares held of 
record Nov. 25, 1958: rights to expire on Dec. 15. Price 
-—$49 per share. Proceeds—-To be added to general funds 
of the company and used for payment of promissory 
notes. Underwriters—Blyth & Co., Inc., and The First 
Boston Corp., both of New York. [Registration also cov- 
ers 11,000 additional common shares to be offered to 
regular full time employees, including officers of com- 
pany. | 

Tungsten Mountain Mining Co. 
Aug. 11 (letter of notification) 100,000 shares of com- 
mon stock (par $1). Pricee—$1.50 per share. Proceeds— 
To extinguish present indebtedness, increase reserve for 
contingencies and working capital. Office—511 Securi- 
ties Bldg., Seattle 1, Wash. Underwriter—H. P. Pratt 
& Co., 807 Hoge Bidg., Seattle 4, Wash. 

Union Finance Corp., Tampa, Fla. 
Sept. 26 filed $500,000 of 6% 20-year sinking fund con- 
vertible capital debentures due Oct. 15, 1978. Price — 
100% and accrued interest. Proceeds—To be added to the 
general funds of the company and initially used to re- 
duce bank loans and short term notes. Underwriter— 
Beil & Hough, Inc., St. Petersburg, Fla. Offering—Ex- 
pected this week. 

Union of South Africa (12 3) 
Nov. 10 filed $25,000,000 of External Loan Bonds dated 
Dec. 1, 1958 and due in 1961, 1962, 1963 and 1968. Price— 
To be supplied by amendment. Preceeds—To meet the 
Union’s capital requirements. Underwriter—Dillon, Read 
& Co. Inc., New York. 

United Employees insurance Co. 
April 16 filed 2,000,000 shares of common stock (par $5). 
Price — $10 per share. Proceeds — For acquisition of 
operating properties, real and/or personal, including 
office furniture, fixtures, equipment and office space, by 
lease or purchase. Office — Wilmington, Del. Under- 
writer—None Myr! L. McKee of Portland, Ore., is 
President. 


United Security Life & Accident Insurance Co. 
Aug. 22 filed 120,000 shares of class A common stock. 
Price—$3 per share. Proceeds—To provide the reserves 
required to be held in life and accident insurance poli- 
cies, and to pay the necessary expenses in producing 
insurance, Office—Louisville, Ky. Underwriter—None. 
Edmond M. Smith, is President. 


® United States Freight Co. (12 3) 
Nov. 13 filed 210,000 shares of capital stock (no par) to 
be offered for subscription by stockholders on or about 
Dec. 2, 1958, at the rate of one new share for each 
four shares held, rights to expire on Dec. 17. Price—To 
be supplied by amendment. Proceeds — Some $750,000 
will be used to prepay conditional sales contracts for 
trailers, tractors and miscellaneous equipment previously 
acquired by the company for use in “piggyback” opera- 
tions, and approximately $1,750,000 will be applied to 
additional “piggyback” equipment, the balance will be 
used for general corporate purposes, primarily as addi- 
tional working capital to finance expanded “piggyback” 
operations. Underwriter—Mierriil Lynch, Pierce, Fenner 
& Smith, New York. 
*% United States Glass & Chemical Corp. 
Nov. 26 filed 708,750 outstanding shares of common stock 
Price—At market. Proceeds — To selling stockholders, 
Office—Tiffin, Ohio, Underwriter—None. 

U. S. Polymeric Chemicals, Inc. 
Oct. 22 (letter of notification) 26,285 shares of common 
stock (par 50 cents) being offered for subscription by 
stockholders of record Nov. 3, 1958 on the basis of four 
new shares for each 13 shares held; rights will expire 
on Nov. 24, 1958. Price—$1il per share. Proceeds—For 
equipment, bank loan and for working capital. Office— 
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P. O. Box 546, Canal & Ludlow Sts., Stamford, Conn. 
Underwriter—Dominick & Dominick, New York. 


% Universal Programs inc., New York 

Nov. 24 filed (by amendment) an additional $20,000,000 
of Systematic Investing Programs With Insurance, Sys- 
tematic Savings Investing Programs Without Insurance 
and Single Payment Investing Programs. Proceeds— 
For investment. 


¥% Upjohn Co., Kalamazoo, Mich. (12 11) 
Nov, 21 filed 2,410,000 shares of common stock (par $1). 
Price—To be supplied by amendment. Preceeds To 
selling stockholders. Underwriter—Morgan Stanley & 
Co. 
Uranium Corp. of America, Portiand, Ore. 
April 30, 1957 filed 1,250,000 shares of common stock(par 
36 cents). Price—To be supplied by amendment (ex- 
pected to be $1 per share). Proceeds—For exploration 
purposes. Underwriter—To be named by amendment 
—— Albert Griswold of Portland, Ore., is Pres- 
ent. 


Utah Minerals Co. 
April 11 (letter of notification) 900,000 shares of com. 
mion stock. Price—At par (10 cents per share). Proceeds 
—For mining expenses. Office—305 Main St., Park City, 
Utah. Underwriter—Walter Sondrup & Co., Salt Lake 
City, Utah. 

Utah Oil Co. of New York, Inc. 
May 6 (letter of notification) 300,000 shares of capita 
stock Price — At par ($1 per share). Proceeds — Fo: 
development of oil and gas lands. Office—574 Jeffersoxr 
Ave., Rochester 11, N. Y. Underwriter—Frank P. Hunt 
& Co., Inc., Rochester, N.Y. 


Utah Power & Light Co. 
June 26 filed $20,000,000 of first mortgage bonds due 
1988. Proceeds—To redeem $15,000,000 of first mort- 
gage bonds, 544% series due 1987, to repay $4,000,000 of 
bank borrowings, and the balance together with further 
borrowings under a bank agreement and cash generated 
in the business will be used to carry forward the con- 
struction program of the company and its subsidiaries 
amounting to approximately $43,000,000 for the period 
1958-1960. Underwriter—To be determined by competi- 
tive bidding. Probable bidders: Halsey, Stuart & Co 
Inc.; First Boston Corp. and Blyth & Co. Ine. (jointly): 
White, Weld & Co. and Stone & Webster Securities Corp 
(jointly); Salomon Brothers & Hutzler; Kidder, Peabody 
& Co.; Eastman Dillon, Union Securities & Co., and 
Smith, Barney & Co. (jointly). Bids—Were to have been 
received in Room 2033, 2 Rector Street, New York, 
N. Y., up to noon (EDT) on Sept. 9, but were postponed 
on Sept. 3. Bids will now be received on such day sub- 
sequent to Sept. 22, 1958 but not later than Nov. 25, 1958 
as shall be designated by company. 
% Vernon Co., Newton, lowa 
Nov. 25 filed 50,000 shares of common stock. Price 
$9.25 per share. Proceeds—For working capital. Under- 
writers—T. C. Henderson & Co., Inc., Des Moines, lowa, 
and Quail & Co., Inc., Davenport, Iowa. 

Vocaline Co. of America, Inc. (12 2) 
Nov. 10 (letter of notification) 21,500 shares of common 
stock (par $1.50). Priee—To be supplied by amendment 
(approximately $2.25 per share). Proceeds To repay 
short term bank loan; reduce accounts payabie; acquire 





inventory and the balance for working capital. Under- 
writer—Puaine. Webber. Jackson & Curtis, New York, 
“—. = 


Von’s Grocery Co., Los Angeles, Calif. (12 2) 
Nov. 5 filed 360,000 shares of common stock. Price—To 
be supplied by amendment. Proeeeds—To selling stock- 
holders. Underwriter—Hemphill, Noyes & Co., Los An- 
geles, Calif., and New York City. 

Waitham Precision Instrument Co., Inc. 

Oct. 24 (letter of notification) 300,000 shares of com- 
mon stock being offered for subscription by stockholders 
on the basis of one share for each eight shares held 
as of Nov. 12, 1958 (with an oversubscription privilege); 
rights to expire on Dec. 12, 1958. Price—At par ($1 per 
share). Proceeds—For working capital. Office—Wal- 
tham, Mass. Underwriter—None. 

@® West Ohio Gas Co. (12/8) 

Nov. 17 filed 37,615 shares of common stock (par $5) to 
be offered for subscription by common stockholders of 
record Dec. 6, 1958, at the rate of one new share for each 
10 shares then held: rights to expire on Jan, 9. Price— 


$15 per share. Proceeds— For construction program. 
Office—319 West Market St., Lima, O. Underwriter 
None. 


@ Willer Color Television System, Inc. (11/28) 
April 2 (letter of notification) 72,035 shares ot commor 
stock (par $1) of which 10,000 are to be offered to stock- 
holders at $2 per share and the remaining 62,035 shares 
are to be publicly offered at $3 each. Proceeds — For 
eral corporate purposes. Office—151 Adell Avenue, 
onkers, N. Y. Underwriter Edwir Jeffersor 7 
Broadway, New York 6, N. Y. Statement effective Nov. 
18. 

Wilmington Country Club, Wilmington, Del. 
Oct. 27 filed $500,000 of debentures due 1991 (non in- 
terest bearing) and 800 shares of common stock (par 
$25) to be offered to members of this club and of 
Concord Ltd, Price—$375 per common share and $1,000 
per debenture. Proceeds — To develop property and 
build certain facilities. Underwriter—None. 

Wisconsin Public Service Corp. (12/3) 

Nov. 12 filed 50,000 shares of cumulative preferred stock 
(par $100). Price—To be supplied by amendment. Pre- 
ceeds—To repay short-term bank loans incurred for 1958 
eonstruction. Underwriters—The First Boston Corp., and 
Merrill Lynch, Pierce, Fenner & Smith, both of New 
York; Robert W. Baird & Co., Inc., Milwaukee, Wis.; and 
William Blair & Co., Chicago, Tl. 
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® Woolfoam Corp. (12/1) 

Nov. 6 (letter of notification) 150,000 shares of common 
stock (par 10 cents). Price—$2 per share. Proceeds— 
For general corporate purposes. Office—44 W. 18th St., 
New York, N. Y. Underwriter—C. H. Abraham & Co.., 
Inc., 565 Fifth Ave., New York 17, N. Y. 


® World Wide Helicopters Ltd. (12/2) 

Oct. 28 filed American depositary receipts for 212,158 
shares of £1 par ordinary (common) stock (together 
with a like number of the shares. Price—To be supplied 
by amendment, Proceeds—To selling stockholders. Un- 
derwriter—Blair & Co., Incorporated, New York. Office 

‘Nassau, Bahamas. 
Wyoming Corp. 

Nov. 17 filed 1,449,307 shares of common stock. Of these 
shares 1,199,507 are subject to partially completed sub- 
scriptions at $2, $3.33 and $4 per share: and the addi- 
tional 250,000 shares are to be offered initially to share- 
holders oi record Nov. 1, 1958, in the ratio of one new 
share for each 2.33 shares held on that date. Price—$4 
per share. Proceeds—$300,000 will be used for payments 
on contract to purchase shares of International Fidelity 
Insurance Co.; $325,000 for capitalization of a fire insur- 
ance company; $500,000 for capitalization of a title insur- 
ance company; $500,000 for additional capital contribu- 
tion to Great Plains Development Co.; and $300,000 as 
an additional capital contribution to Great Plains Mort- 
gage Co. Office—-319 E. “A” St., Casper, Wyo. Under- 
writer—None. 


Prospective Offerings 


Acme Steel Co. 
March 21 it was announced that the company plans addi- 
tional financing this year, in the form of common stock, 
preferred stock, or a combination of the two, including 
bank loans. Proceeds—lor expansion program, work- 
{ng capital and inventories. Underwriters—Blyth & Co 
(nc. and Merrill Lynch, Pierce, Fenner & Smith. 

Commonwealth Edison Co. 
Aug. 25 it was reported that the company may issue and 
sell $25,000,000 of preferred stock. Underwriters—May 
be The First Boston Corp. and Glore Forgan & Co., both 
of New York. Offering—Expected late in 1958 or during 
the first three months of 1959. 
* Consolidated Edison Co. of New York, Inc. 
Nov. 25 it was announced that the ccmpany plans to 
olfer to its common stockholders $59,778,660 of converti- 
ble debentures in the latter part of January on the basis 
of $100 of debentures for each 25 shares owned. Price— 
To be determined just prior to the offering date. Under- 
writers—May be Morgan Stanley & Co. and The First 
Boston Corp., both of New York. 

Denmark (Kingdom of) 
Sept. 2 it was reported that an issue of between $20,000- 
000 to $30,000,000 may possibly be placed on the Ameri- 
can market this year. Underwriter—Kuhn, Loeb & Co., 
New York. 

Equitable Gas Co. 
July 18 it was announced that the company expects later 
in the year to issue and sell additional securities, prob- 
ably preferred stock, to secure approximately $5,000,000 
of additional funds. Proceeds—Together with $7,000,000 
from private sale of 44% bonds, to repay short-term 
bank loans and for construction program. Underwriters 
—May be The First Boston Corp.; Kidder, Peabody & 
Co.; Merrill Lynch, Pierce, Fenner & Smith; and White, 
Weld & Co., all of New York. 

First City National Bank 
Sept. 19 it was announced Bank plans to offer to its 
stockholders of record Oct. 2, 1958 the right to subscribe 
for 125,000 additional shares of capital stock (par $20) 
on the basis of one new share for each 10 shares held; 
rights to expire on Jan. 10, 1959.Pricee—$40 per share. 
Proceeds—-To increase capital and surplus. Office—931 
Main Street, Houston 1, Texas. 

First National Bank in Dallas, Texas (12/2) 
Oct. 27 it was announced stockholders will vote on 
Dec, 2 to approve a plan to offer 290,000 shares of 
idditional common stock (par $10) to stockholders of 
record Dec. 2, 1958 on a one-for-eight basis; rights to 
expire on Dec. 18. Price—S27 per share. Proceeds—To 
increase capital and surplus. Underwriters — Equitable 
Securities Corp., Dallas, Texas, and Merrill Lynch, 
Pierce, Fenner & Smith, Fort Worth, Texas. 

First National Bank of Jersey City (N. J.) 
Nov. 19 it was announced Bank is offering to its stock- 
holders of record Nov. 19, 1958 the right to subscribe on 
a pro rata basis for an additional 17,000 shares of capital 
stock (par $25); rights will expire on Dec, 5. Price—$55 
per share. Proceeds—To increase capital and surplus. 
Underwriters—Van Alstyne, Noel & Co., New York. 

Giant Food Stores, Inc. 
Nov. 3 it was reported that the company plans an offer- 
ing of common stock to holders of Giant Food Prop- 
erties, Inc. Underwriters—May be Kidder, Peabody & 
Co., New York, and Auchincloss, Parker & Redpath, 
Washington, D. C. 

Great Atlantic & Pacific Tea Co., Inc. 
Feb. 19 it was reported a secondary offering of common 
voting stock is expected this year. Underwriters — May 
include: Blyth & Co., Inc.; Lehman Brothers and Smith, 
Barney & Co, 
* Gulf States Utilities Co. (1/19) 
Nov. 21 it was announced company plans to issue and 
sell $10,000,000 of first mortgage bonds. Proceeds—To 
repay bank loans and for construction program. Under- 
writer—To be determined by competitive bidding. Prob- 
able bidders: Halsey, Stuart & Co. Inc.; Lehman Broth- 
ers; Merrill Lynch, Pierce, Fenner & Smith and White, 
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Weld & Co. (jointly); Stone & Webster Securities Corp.; 
and Salomon Bros. & Hutzler and Eastman Dillon, Union 
Securities & Co. (jointly). Bids—Expected to be re- 
ceived on Jan. 19. 


* Guif States Utilities Co. (1/13) 

Nov. 13 it was announced company plans to issue and 
sell 100.000 shares of cumulative preferred stock (par 
$100). Proceeds—To repay bank loans and for construc- 
tion program. Underwriter—To be determined by com- 
petitive bidding. Probable bidders: Lee Higginson Corp.; 
Stone & Webster Securities Corp.; Kuhn, Loeb & Co. 
and Salomon Bros. & Hutzler (jointly); Lehman Broth- 
ers and Equitable Securities Corp. (jointly); Glore, For- 
gan & Co. and W. C. Langley & Co. (joinily). Bids— 
Expected to be received on Jan, 13. 


Heublein, Inc. 
Aug. 25 it was reported that the company plans early 
registration of 400,000 shares of common stock; of which 
100,000 shares are to be sold for the account of selling 
stockholders. Proceeds—For expansion. Underwriter— 
Glore, Forgan & Co., New York. Offering — Expected 
sometime in November. 


Japan (Empire of) 
Aug. 20 it was stated that an issue of between $30,000,000 
and $50,000,000 of bonds may soon be publicly offered 
on the American market. Proceeds—For public works 
projects, etc. Underwriter—The First Boston Corp., New 
York. 

Kansas Gas & Electric Co. 
March 31, G. W. Evans, Chairman, announced that com- 
pany plans to sell some bonds originally scheduled for 
mid-year. The proposed sale was subsequently deferred 
until late 1958 or early 1959. Proceeds—-About $8,000,000 
for construction program. Underwriter—To be determined 
by competitive bidding. Probable bidders: Halsey 
Stuart & Co. Inc.; Kidder, Peabody & Co., and Merrill 
Lynch, Pierce, Fenner & Smith (jointly); Lehman 
Brothers; Eastman Dillon, Union Securities & Co. and 
Stone & Webster Securities Corp. (jointly); Glore, For- 
gan & Co., and Goldman Sachs & Co. (jointly). 


“ansas Power & Light Co. 
Feb. 14 it was announced company plans to issue and 
sell $10,000,000 of first mortgage bonds due 1986. Pre- 
ceeds—For construction program. Underwriter—To be 
ferermined bv competitive bidding. ' Probable bidders; 
Halsey, Stuart & Co. Inc.; The First Boston Corp.; Glore, 
Forgan & Co.; Harriman Ripley & Co. Inc.; White, Weld 
& Co.; Blyth & Co., Inc.; Equitable Securities Corp 

Laboratory for Electronics, Inc. 
July 3, Henry W. Harding, President, announced that 
the directors are currently considering refinancing $790,- 
000 of outstanding notes ($658,750 held by a principal 
stockholder and $131,250 by a bank) on a more perma- 
nent basis. This may be done through equity or con- 
vertible debenture financing. Office—75 Pitts St., Bos- 
ton, Mass. 


Master Fund, Inc., Fairfield, Calif. 
Jan. 27 it was announced this newly organized invest- 
ment company Mans to offer to bona fide residents of 
California 10,00) shares of capital stock (par $1). Price 
—$10 per shar, less an underwriting discount of 84%. 
Proceeds—F or investment. 

Michigan Bell Telephone Co. 
Aug. 12 directors approved plans to sell $40,000,000 of 
34-year debentures. Proceeds—To redeem a like amount 
of 424% debentures due November, 1992. Underwriter ~ 
—To be determined by competitive bidding. Probable 
bidders: Halsey, Stuart & Co. Inc.; Morgan Stanley & 
Co. Bids—Had been tentatively scheduled to be ree 
ceived on Sept. 16, but on Aug. 26 it was voted to post- 
pone this refunding program because of present market 
conditions. 


Midiand Enterprises, Inc. 

March 28, company announced it plans to issue on or 
before Dec. 31, 1958 $3,200,000 of first preferred mort- 
gage bonds. May be placed privately. Proceeds — To 
repay bank loans and for working capital. 

Midwestern Gas Transmission Co. ' 
March 24 it was announced that this subsidiary of 
Tennessee Gas Transmission Co. has applied to the Fed- 
eral Power Commission for permission to issue first 
mortgage bonds, unsecured notes and common stock, 
Proceeds—To build pipe line system to cost about $111,- 
000,000. Underwriters— Stone & Webster Securities 
Corp. and White Weld & Co., both of New York. 


Moore-McCormack Lines, Inc. 
March 24 it was announced company plans to issue and 
sell $24,000,000 of government insured bonds secured by 
a first preferred ship mortgage on the liners S. S. Brasil 
and S. S. Argentina. Underwriters—Kuhn, Loeb & Co, 
and Lehman Brothers, both of New York. Offering — 
Postponed because of uncertain market conditions. 


New York State Electric and Gas Co. 
March 7 it was announced that approximately $7,500,000 
from additional financing will be required for construc- 
tion expenditures for the balance of this year. The man- 
agement intends to negotiate a new line of credit with a 
group of banks and expects to sell equity securities later 
this year or in early 1959, depending upon prevailing 
market conditions. Underwriter—For any common stock: 
The First Boston Corp., New York. 

Norfolk & Western Ry. (12/18) 
Bids are expected to be received by the company on Dec, 
18 for the purchase from it of $5,850,000 equipment trust 
certificates. Probable bidders: Halsey, Stuart & Co. Inc.; 
Salomon Bros, & Hutzler, 


% North American Van Lines, Inc. 
Nov. 20, James D. Edgett, President, announced com= 
pany plans early in 1959 to make a public offering of its 
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Bank of Westchester, White Plains.|}.; Treasury Department 


DIVIDEND NOTICES 


DIVIDEND NOTICES 


BRIGGS & STRATTON 
CORPORATION 


s 


ANACONDA 


DIVIDEND NO. 202 








‘> 






The Board of Directors of : BRiGGs & STRATTON 
THE ANACONDA COMPANY 
has today declared a dividend 
of Fifty Cents ($.50) mer 
share on its capital sto ra DIVIDEND 
the par value of $50 per share. tis 
payable December 27, 1958. vide c “of thir : rd 
to stockholders of record ae Se ¢ cap a ceak 
the close of business on as ¢ aoe con wir od 
December 5, 1958. 28, 1958 
REGNI 5 


R. E. SCHNEIDER 
Secretary and Treasurer 
25 Broadway, New York 4, N. Y. 


THE COLORADO FUEL AND 
IRON CORPORATION 


Dividend Notice 


Allegheny Ludium Steel Corporation 


Pittsburgh, Penna. 
Board of Directors 


Secretary. 
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(OMMERCIAL SOLVENTS 
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DIVIDEND No. 96 


MACHINE AND 
METALS, INC. 


60th Dividend 










A dividend of five cents (5c) per 
share has today been declared on 


of 


the outstanding common stock 









December 20, 1958, to share- November 24, 1958. 
holders of record on Decem- 


ber 5, 1958. 


| this Corporation, payable on De- 
A QUARTERLY DIVIDEND | cember 29, 1958, to stockholders of 
of SEVENTY CENTS per share | record at the close of business on 
has been declared on the | | December 5, 1958. 
capital stock for the fourth A. R. BERGEN 
quarter of 1958, payable on | Secretary. 
| 











Robert G. Burns, 7reasur: 










SERVING HOME AND INDUSTRY 
WITH ESSENTIAL BASIC PRODUCTS 
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Diamond 
Chemicals 


Regular Quarterly 
Dividend on Common Stock 


The Directors of Diamond Alkali 
Company have on Nov. 20, 1958 
declared a regular quarterly 
dividend of 45 cents per share, 
payable Dec. 15, 1958 to hold. 
ers of common capital stock of 
record Dee. 5, 1958. 


DONALD 8S. CARMICHAEL, Secretary 
Cleveland, Ohio - Nov. 21, 1958 


DIAMOND ALKALI COMPANY 


DIVIDENDS 


COMMON STOCK — A regular 
quarterly dividend of 40 cents 
a share, payable December 28, 

1958 to shareholders of record 
December 5, 1958. 

4%2.% CUMULATIVE PREFERRED 
STOCK — A regular quarterly 
dividend of $1.1214 a share, 
payable January 1, 1959 to 
shareholders of record Dec- 
ember 5, 1958. 

E. H. BIRD, President 
250 Stuart St., Boston 16, Mass. 
November 20, 1958 


Our stock is listed on the 
New York Stock Exchange, 
Symbol is EFU, 
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At a meeting of the 
of Allegheny Ludlum Steel Corporation held The Board of Directors of The Colorado Fut 
today, November 20. 1958, and Iron Corporation today declared the 












time a vehicle for providing pen- programs all the investment ad-| 

sion and profit-sharing benefits to vantages available formerly only | DIVIDEND NOTICES 

their employees, according to an} tg trusteed plans of larger cor-| 

announcement from Ralph _ MT. porations CITY INVESTING COMPANY 
a ‘ as r. 25 Broad Street, New York 4, N. ¥ 

Tyner, Jr., Chairman, and Harold The announcement stated that} Bears’ 66 Steeetets of thle. ten 

J. Marshall, President, of National “Any employee benefit plan which qi -y ee et an 1 oe 


standing 5 Serie 
i Stock 


' 
ompah 
holders 
Decem 


1959 


KENNEDY, 
Secretary 


JOHN A 
resident and 





ELECTRIC | 

| BOND AND SHARE 
COMPANY | 
New York, N. Y. 
Notice of Dividend | 
| 


The Board of Directors has 
declared a quarterly dividend 





at the 
mber 8, 


of thirty-five cents (35¢) per | 
share on the Common Stock, 
payable December 29, 1958, to 


shareholders of record 
of business Dec« 







close 






1958 
B. M. BETscu, 
Secretary and Treasurer 
November 21, 1958. 
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MERCK & CO., Ise. 


a dividend of fifty cents [| ur quarterly dividend of 62’2 cents pel 
(50c) per share was de- lon the series A $50 par value preicrred : we 
} RS nt < ‘fe oO the s ; 
clared on the Common and 68%, cents per share 1 4h ; 
Stock of the Corporation | par value preferred stock These dividends are RAHWAY. N a J H 
va rat “ember 79 958. payable December 31 to stockholdet v1 Tecot rd 
— eee 195 ; the close of business December 5, 1958 rhe 
to Common stockholders o Board of Director took no action on th er a 
: ; I erly c enc 
record at the close of business on December | yuarterly dividend on the commo: ock i & Quarterly dividends 
5, 58. the quarter ending December 31, 1956 a share on 
S. A. McCASKEY, JR. D. C. McGREW sé - 


[yf the common stock 
“A 
and 87'la¢ a 


$3.50 cumulative pre- 


share 

on the 
ferred 
clared, January 2, 
1959, to stockholders of record 
of business 

1958. 

An extra dividend of 


stock, have been de- 


payable on 


close on 


| 
at the 
| December 5. 


20¢ a 
| share on the common stock has 
payable on 
to stock- 


at the close 


red, 
1958, 


also been decla 


December 22, 


| holders of record 
| of business 


| 
| 1958. 
| 


on December 5, 


CARL M. ANDERSON, 


November 25, 1958 Secretary 





DIVIDEND NOTICE 


FLORIDA POWER & LIGHT 
COMPANY 


MIAMI, FLORIDA 


A quarterly dividend of 41« 
has been declared on the Common 
Stock of the Company . . . payable 
December 19, to stockholders of 
record at the close of business on 
November 28, 1958 


per share 


R.H. FITE 
President 






































. + Mere opportunities in 
growing industries, too! 








Fat . » Companies employing as few as, proval, can participate in the NBW 
Westchester Bank two, ten, twenty-five or any!GROUP INVESTMENT FUNDS jany advantases to be derived 
. number of employees can take|and enjoy all the benefits of be ined f the i i] a - ‘ 
; rae a ' cause « > smz ur 1 « 
To Handle Small advantage of the NBW GROUP | sound management, broad diversi-| _ | ee “rie 
INVESTMENT FUNDS, according fication, greater liquidity and employees or for similar reasons. 
ae ia ai to the announcement. 7 Rs eat uy ane’! Now, however, they can do it and 
Business Fund The plan to be known as NBW | lower costs inherent in these we sre proud te be the first in 
: as as GROUP INVESTMENT FUNDS} group funds. We believe that . ; arc no 
Hundreds of small businessmen ~—. i ane wea th mmaliest | , : Westchester to offer this impor- 
, . Agee _ | Will permit even 1 sMalestimany Westchester firms haves : 
of Westchester County will have) pusiness firms and corporations 101s. esitated to establish nena , | Cant service. 
. . iecsitate O Cstadiisn pension and) 
available to them for the first obtain for their employee benefit | , _ 
DIVIDEND NOTICES 





profit-sharing 


plans, despite 


KENNECOTT COPPER | 
CORPORATION 


, 161 East 42d Street, New York, N.Y. 


L 

[ 

[ 

[ No 1958 
[ 5 ? 
[ 

U 

U 

0 


vember 21, 


| At the meeting of the Board of 
| Directors of Kennecott Copper Cor 
| poration held today, a cash dis- 
tribution of $1.00 per share was 
declared, payable on December 
; 22, 1958, to stockholders of 


[ 
Da at the close of 
[ 
L 
f 


rec 
business on 


December 2, 1958. 
PAUL B. JESSUP, sista ch 


| 
ee 


eee 


MIAMI COPPER COMPANY 


G1 Broadway, New Yerk 6, N. Y. 
November 1%, 195% 
\ quarterly dividend of twenty-five 
(25¢) cent. per share was declared, 
payable December 19, 1958. to stock- 
holders of record at the close of 
bu-ine-- December 4, 1958. 

\ vear-end dividend of twenty-five 
(25e) cents per share. was declared. 
payable December 19, 1958, to stock- 
holders of record at the close of 
business December 4, 1958. 

JOHN G. GREENBURGH, 
Trea 





ROBERTSHAW - FULTON 
CONTROLS COMPANY 


Richmond, Va. 
PREFERRED STOCK 
A regular quarterly 
lividend of $0.34375 
per share has been de- 
lared on the $25.00 
par value 5! percent 
Cumulative Con 
vertible Preferred 
Stock, ble 
December 20, 1958 
stockholders of 
at the close 
business De- 
1958. 


paya 


to 
record 
of 


ember 10, 





MR .CONTROLS 


COMMON STOCK 

1d of 37%4c per 
Common 
1958 to 


close 
The transfer 


A regular quarterly divides 


hare has been declare 
tock payable December 
tockhol of record at 
isiness December 10, 1958. 


will not be 


the 
22, 
the 


i on 


lers otf 


closed, 


JAMES A. WITT 


Secretary 


books 


November 19, 1958 
























TENNESSEE CORPORATION 


TENNESSEE 
CORPORATION 


November 18 


























































CASH DIVIDEND 

A. dividend of fifty-five 
(55¢) cents per share was 
declared payable December 
18, 1958, to stockholders of 
record at the close of busi- 
ness December 4, 1958. 


EXTRA CASH DIVIDEND 

An extra dividend of 
twenty-five (25¢) cents per 
share was declared payable 
January 9, 1959, to stock- 
holders of record at the close 
of business December 4, 
1958. 



























Joun G. GrerewsurcH 
Treasurer. 


61 Broadway 
New York 6, N.Y. 


f 
‘ 





the 


The Commercial and Financial Chronicle . 





Thursday, Noven 27, 1958 





DIVIDEND NOTICES 





TEXAS GULF SULPHUR COMPANY 


The Board of Directors thas declared a 
dividend of 25 cents per share on the 
10,020,090 shares of the Company’s cap- 
ital stock outstanding and emtitied to re 
eive dividends, payabie December 15, 


1958, to stockholders of record at the 
lose of business December |, 1958 
E. F. VANDERSTUCEEN, Jr., 





UL eae 





116th Consecutive 
Dividend 










The Board of Directors at a 
meeting on November 15 158, 
declared a quarterly dividend of 


eventy-five cents per share on 
the c ipital Stank which w be 
payable December 11, 1955. to 
tockholders of xd November 


24 


1958. 










UTILITIES 
COMPANY 










DIVIDEND NOTICE 


The Board of Directors today 
declared a dividend of 44 cents 
per share on the Common Stock 
of the Company, pavyasie Janu- 
ary 2, 1959 to stockhoiders ot 
record at the close 
2, 1958 


2° business 





December 






JACK 


>ecretary 





“y 






November 21, 1958 








UNITED CARBON. 
COMPANY 


CHARLESTON, 
WEST VIRGINIA 














DIVIDEND NOTICE 


a.viae.a of fhilty 
share has been 


declared on the Commen Stock 


\ quartersy 


cents (o0¢) per 


of this Company. Al-o declared 
was a -tock dividend of three 
pet cent (30°) on issued stock. 
Both dividends are payable 
December 15, 1958 to share- 
holders of record at close of 
business on November 26, 1958. 

C. H. McHENRY 





secretary 





r oe = wry 
YALE & TOWNE 
Declares 283rd Dividend) 
37'2¢ a Share 


On Nov. 20, 1958, 


! 


dividend No. 283 
of thirty-seven 












| ¢ and one-half cents 
| 1 per shure wos 
b ra declared by the Board 
a, of Directors out 

= Te of past earnings, 

Mi \ payable on 

2 if January 2,1959, to 


stockholders of record 


at the close of business 
December 10,1958. 


Wm. H.MATHERS| 
Vice-President and Secretary! 


THE YALE & TOWNE MFG. Co. 


Cash dividends paid in every year-since 1899 | 
j 
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CALENDAR 


stock, and has applied to the Interstate Commerce Com- 
mission for authority to do so. 

Northern Illinois Gas Co. 
June 10 it was anneunced company will sell late this 
year $10,006.000 mortgage bonds but on Sept. 12 it was 
stated that immediate financing will not be mecessary. 
Underwriter—To be determined by competitive bidding. 
Probable bidders: Halsey, Stuart & Co. Inc.; First Boston 
Corp.; Glore, Forgan & Co.; Blyth & Co., Inc. 

Northern Insurance Co. of New York 
Nov. 8 it was announced company plans to offer to its 
stockholders the right to subscribe for 290,400 shares of 
capital stock (par $12.50) on the basis of one new share 
fer each two shares held (following 100% stock dis- 
tribution). Stockholders will vote Dec. 10 on both pro- 
posals. Subscription warrants are expected to be issued 
late in December or early in January. Underwriter— 
May be The First Boston Corp., New York. 

Republic National Bank of Dallas, Tex. 
Nov. 14 Bank offered 85,170 additional shares of capital 


stock (par $12) to its stockholders of record Nov. 14, 
1958, one new share for each 35 shares held; rights 
to expire on Dec. 1, 1958. Price—$60 per share. Pro- 
ceeds—To increase capital and surplus. 


% San Diego Gas & Electric Co. (1/8) 

Nov. 12 it was reported that the company plans to issue 
and sel] $)5.000.000 of debentures. Proceeds—To repay 
bank borrew ines incurred for capital expenditures. Un- 
lerwriter—T:. be determinea by competitive bidding. 
Probable bidders: Halsey, Stuart & Co. Inc.; White, Weld 
& Co. and Shields & Co. (jointly); Salomon Bros. & 
Hutzler. Kuhn, Loeb & Co. and American Securities 
Corp. (jointly): Eastman Dillon, Union Securities & Co. 
and Merril! Lynch, Pierce, Fenner & Smith (jointly); 
Lehman Brothers; Blyth & Co., Inc.; ‘The’ First Boston 
Corp. Bids—To be received on Jan. 8. 

South Coast Corp. 

Oct. 27 it was reported that the company is planning 
some long-term financing. Proceeds — To replace an 
interim loan obtained in connection with .the purchase 
of preperties from Gulf States Land & Industries, and 
to retire approximately $1,200,009 of first mortgage 
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444% bonds due 1960. Underwriter —- May be Horn- 
blower & Weeks, New York. 

Southeastern Fidelity Fire Insurance Co. 
Aug. 26 it was announced that the company in all prob- 
ability will offer additional common stock to its share- 
holders in the near future. Proceeds—To expand opera- 
tions. Office — 197 Auburn Ave., N, E., Atlanta, Ga. 
Underwriter—None. 

Southwestern Bell Telephone Co. 
July 10 it was announced Missouri Public Service Com- 
mission authorized the company to issue $110,000,000 of 
35-year debentures. Proceeds — To refund outstanding 
$100,000,000 434% debentures. Underwriter—To be de- 
termined by competitive bidding. Probable bidders; 
Halsey, Stuart & Co. Inc.; Morgan Stanley & Co. Of- 
fering—Has been postponed. Bids had been expected 
about Sept. 30, 1958. 

T. t. M. E. inc. (12/2) 
Oct. 27 it was reported that an offering of 260,000 shares 
of common stock (par $2) is planned, of which 125,000 
shares will be for account of company. PYoceeds—To 
retire equipment purchase obligations and for general 
corporate purposes. Business—Trucking concern. Un- 
derwriter—Blyth & Co., Inc., New York and San Fran- 
cisco, Calif. 
*% Trout Mining Co. 
Nov, 25 it was announced by this newly organized sub- 
sidiary of American Machine & Metals, Inc., that it will 
shortly file a registration statement covering a rights 
offering (with an oversubscription privilege) to stock- 
holders of record Dec. 31, 1958 on the basis of three new 
shares for each share Teceived by stockholders on Dec. 
5. Price-—$1 per share. 


Union Electric Co., St. Louis, Mo. 
March 28 it was announced company plans to market 
about $30,000,000 of common stock in the latter part of 
this year or in the first quarter of 1959, but this financ- 
ing may be put off until June, 1959. Proceeds—For con- 
struction program. Underwriter—May be determined by 
competitive bidding. Probable bidders: White, Weld & 
Co. and Shields & Co. (jointly); Lehman Bros.; Merrill 
Lynch, Pierce, Fenner & Smith. 

Universal Oil Products Co. 

Aug. 13 it was reported that an issue of common stock 
will soon be offered to the public, the proceeds of which 
may run between $50,000,000 and $60,000,060. Approval 
of the transaction rests with the New York State Su- 
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preme Court (expected within two months). Proceeds— 
To the Petroleum Research Fund of the American 
Chemical Society. Underwriters—Expected to be Leh- 
man Brothers, Smith, Barney & Co. and Merrill 
Pierce, Fenner & Smith, all of New York. Offering— 
Expected in November. 


Valley National Bank, Phoenix, Ariz. 

Oct. 31 common stockholders were given the right to 
subscribe for an additional 101,933 shares of common 
stock (par $5) at the rate of ene new share for each 15 
shares held of record Oct. 30, 1958; rights to expire en 
Nov. 21. Price--$35 per share. Underwriters—William 
R. Staats & Co. and Blyth & Co., Inc., both of Les 
Angeles, Calif. 


Venezuela (Government of) 

July 1 the Government announced that Kuhn, Loeb & 
Co. and Kidder, Peabody & Co., both of New York, have 
been selected as financia] advisors to develop a financial 
program for the country. As a first step in the pro- 
gram a short-term credit is being negotiated between the 
government in cooperation with the two investment 
banking firms and a syndicate of commercial banks in 
the United States, Canada and the United Kingdom. 
The three institutio.:s which are to head this syndicate 
are The Chase Manhattan Bank, The First National City 
Bank of New York, and Bank of America National Trust 
& Savings Association. The Chase Manhattan Bank will 
be the fiscal agent for the credit. The amount of the 
new financing involved is in the neighborhood of $250,- 
000,000. The purpose is to restore government balances 
which have been reduced by the repayment of excessive 
short term obligations previously incurred. 


Virginian Ry. 

Aug. 26 the directors approved a proposal to exchange 
2,795,500 shares of 6% cumulative preferred stock (par 
$10) for $32,148,250 new 6% subordinated income sink- 
ing fund debentures to mature Aug. 1, 2008 on the basis 
of $11.50 principal amount of debentures for each pre- 
ferred share. Offer began on Nov. 17 and will expire on 
Jan. 16. Dealer-Manager—Harriman Ripley & Co. Ince., 
New York. 


Vita Food Products, inc. 
Nov. 3 it was reported that the company plans to issue 
15,000 shares of common stock. Preceeds — To 
Mother’s Food Products, Inc. Underwriter—Granbery, 
Marache & Co., New York. 








Reporter’s 


Report 





The corporate new issue market 
continues to limp along in search 
oi a base that will tend to bring 
these seeking to borrow capital 
and those having funds available 


more nearly in accord. 
But noting the season of the 
year, experienced observers are 


not inclined to anticipate much in — 


the way of improvement through 
the remaining weeks of 1953. 
Quite to the contrary, their chiei 
hope now is that portfolio man- 
agers for major institutional in- 
vestors will not shut up shop too 
early for year-end adjustment. 


The seasoned bond market has 
been piddling aleng without get- 
ting any where so far as impressing 
prospective buyers is concerned. 
And new issues. aceerdingly, have 


been meeting rather erratic re- 
sponse. 
Within the past week or ten 


days two issues recently brought 
to market have been turned loose 
to seek their own level after hay- 
ing proved a bit on the slow side 
‘in moving out at the issue price. 
In neither case did the issue in 
question suffer any severe reac- 
tion. 


Rather the tendency was to 
shade the initial offering quota- 
tion. That was what happened in 
both the Columbia Gas and Puget 
Sound Pewer and Light offerings 
where the syndicates were dis- 
banded. Meantime, Pacific Tele- 
phone & Telegraph Co.’s $80 
million issue of 32-year, 4°s.% 
debentures continued on the ‘slow 
side. 

But Northern Natural Gas Co.’s 
$30 million of 458% debentures, 
breught ewt yesterday to yield 
46°., are commanding a ‘slight 
premium, presumably meeting in- 
véstors’ ideas in that respect. 


The hope currently is that the 
secondary. market will develop 
somewhat better tone as tax sell- 
ing gets out of the way over the 
next few weeks providing the 
basis for a little better situation 
as the year-end approaches. 


Post-Holiday Schedule 


With the Thanksgiving holiday 
out of the way, prospective bor- 
rowers, it appears, will be in the 
market for around $140 million 
of new debt capital mM the week 
ahead. In addition, several rather 
substantial equity operations are 
on tap, provided nothing happens 
to bring about a change in present 
plans. 


The major debt offering shapes 
up as Pacific Gas & Electric Co.’s 
first and refunding mortgage 
bends which are scheduled for 
bidding on Tuesday. The original 
registration here covered $506 mil- 
lion, but the company is reported 
preparing an amendment to raise 
this to $65 million. 


On the following day Potomac 
Electric Power Co. is slated to 
open bids for $25 million of its 
bonds. Wednesday also brings up 
public offering of $25 million Re- 
public of Austria bonds, and a like 
amount of Union of South Africa 
bonds, while Montana-Dakota 
Utilities Co. has $10 million bonds 
up for bids. 


‘DIVIDEND NOTICE: 
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217TH PREFERRED DIVIDEND 
A quarterly dividend of 112% 


QUALI 


y § 


ey, 














($1.50 a share) has been 


declared upon the Preferred Stock of THE AMERICAN ToBacco 


Company, payable in cash on January 2, 1959, to stock- 


{ holders of reeord at the close of business December 10, 1958. 
' Checks will be mailed. 
November 25, 1958 Harry L. HiLyvarp 


@©a. 7. Co. 


Vice President and Treasurer 





Equity Offerings 

Next week’s equity offerings 
include Desilu Production Inc.’s 
525,000 shares of common which 
are scheduled to reach the market 
on Tuesday. 

Wednesday brings up 700,000 
shares of common stock of the 
Public Service Electric & Gas Co., 
plus $5 million of preferred stock 
of Wisconsin Public Service Corp. 

Also on tap for Wednesday is 
the Arvida Corp. issue of $27.5 
million of class A common, 

General Acceptance Corp. has a 
300,000 share preferred offering in 
being, with the actual offering 
likely to be made during the 
coming week. 


Demand is Sustained 
Corporate demand for new capi- 
tal, via both the debt and equity 
security routes, continues to mani- 
fest itself in the constant expan- 
sion of the list of new financing 
prospects. 


Latest to join the ranks is Con- 
solidated Edison Co, of New York 


Inc., which has revealed plans to 
raise $60 million through the sale 
of convertible debentures late in 
January. 

Shareholders could subscribe 
for $100 of debentures for each 25 
shares held. 
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147TH D 


CjT 


CORPORATION 


IVIDEND 


A quarterly dividend of $0.60 
per share in cash has been 
declared on the Common 
Steck of C. lL. T. Financsan 
Corporation, payable jJanu- 
ary 1, 1959, to stockholders of 
record at the close of business 
December 10, 1958. The trans- 
fer books will not close. Checks 
will be mailed. 
C. Joun Kunn, 
Treasurer 


November 26, 1958. 











Cities Service 
COMPANY 
Dividend Notice 


The Board of Direetors of Cities Service Company has de- 
elared a quarterly dividend of sixty cents ($.60) per share 


on its Common steek, payable 


December 15, 1958, to share- 


holders of record at the close of business December 1, 
1958. In addition, the Board declared a steck dividend of 
2% on the presently outstanding shares, payable January 
22, 1959, to shareholders of record December 1, 1958. 


ERLE G. CHRISTIAN, Secretary 


ae 
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Washington... 


a. oe 


Behind -the-Scene Interpretations 


from the Nation’s Capital 


WASHINGTON, D. C. — The 
Nation's electric utilities may 
have a little tougher sledding in 
the 86th Congress than they 
have had in a number of years 
Of course. a legislative body is 


unpredictable for the most part, 


util- 


battle 


but on paper the electric 
ities are going to have a 
on their hands 

The 
many members who are In- 
debted to some extent to labo: 
Why’? Because labor opened its 
big purses this year and 
handed out a _ tremendous 
amount of money. Today labo 
is claiming credit for helping to 
elect 12 brand new senators, all 
Democrats, plus scores of new 
House members. 

The political climate, as it 
now exists, has obviously weak- 
ened some proposals that 
electric utilities would like to 
sec passed. and has strength- 
ened some measures that thes 
would like to see die in com- 
mittees. 

Weakened are proposals that 
would amend the Holding Com- 
pany Act that would grant ex- 
emption to two or more com- 
panies to jointly undertake 
hydro or atomic energy projects 
and would require Federal 
hydroelectric projects to pay 
for benefits for upstrean 
reservoirs. 


Congress will have 


new 


TVA May Expand 

On the other hand, proposals 
that have a brighter chance of 
passage than they have had i: 
years are those that would au- 
thorize the Tetinessee Valle, 
Authority to issue and sel! 
hundreds of millions of dollars 
in reyvenu financing 
and expanding its power pro- 
gram, and the proposed Federal 
power project for the Columbia 
River Basin. The proponents ol 
Federal power are working 
toward creating a big corpora- 
tion that would be 


ponds in 


somewhat 
similar to TVA in the Columbiz 
River Basin 

It appears unlikely that Con- 
gress will require the Rural 
Electric Administration (REA) 
to pay its own way in the 
gnoney market. The Federal 
Government, of course, has been 
subsidizing REA loans ever since 
the agency was created, and it 
looks as though this will con- 
tinue. Perhaps there will be 
bigger Reclamation Bureau con- 
struction funds as a result of 
the election results in the Recks 
Mountain and Pacific Coast 
states. 

There are more than 100 elec- 
tric companies participating i: 
more than a score of develop- 
ment projects. They are putting 
many, many millions of dollars 
in those projects. Nevertheless 
there is going to be a bloc in 
Congress, although in the mi- 
nority, that will make a con- 
certed effort that will seek to 
put the Federal Government 
directly into the nuclear energy 
program 


The TVA Program 

Of all the measures affecting 
the field of electric utilities in 
the next Congress that has a 
favorable chance of passage, as 
it now stands, is the TVA pro- 
posal. It is going to take a lot of 
work by the private companies 
to keep this measure from be- 
coming law. It is not going to 
be easy. 

Tennessee Valley Authority, 
created by Congress in 1933, is 
the sole supplier of power for 


And You 


a 


an area of about 80,000 square 
miles. Here nearly 5,500,000 
people live. Like the rest of 
the nation it is growing. There 
is no question that the area 
needs more electric current, be- 
cause the power needs increas 
vith growirg populations 

Legislation to permit TVA to 
finance new power facilities b» 
sale of revenue bonds was be- 
fore Congress the past four 
years. The TVA board, the 
Bureau of the Budget, and Presi- 
dent Eisenhower recommended 
it in the last several budget 
messages. 

Private utilities in the area 
adiacent to TVA are vigorous}: 
opposed to the expansion pro 
gra on the ground that the 
TVA will seek to further ex- 
pand their territory, if Congress 
the huge issue 
Under the bills that have been 
before Congress the last two 

the proceeds from the 
may be used for con 
acquisition, enlarge- 
ment, improvement, or replace- 
ment of plant or othe 
facility used or to be usea io! 
the generation or transmissio! 
of electric power, or in connec- 
tion with lease-purchase trans- 
actions.” 


ne! nits pond 


sessions 
bonds 


struction, 


“any 


It is readily apparent why the 
private utility companies are so 
apprehensive over the TVA 
bond issue proposal with all of 
its ramifications. On the othe: 
hand, the companies are willing 
to let TVA keep what it has 
got, but no more 


Fast Growing Region 


Tennessee River 1s 
suburban Knoxville 
Southwesterly di- 
rection through Knoxville and 
Chattanooga ito Guntersville, 
Ala., Decatur, Ala., and on to 
the Muscle Shoals area of 
Florence, Sheffield and othe 
Alabama communities before it 
heads North for its confluence 
with the Ohio River at Paducah, 
Ky. The river's length is 652 
miles 


The 


The 
formed in 
It flows in a 


Tennessee River water- 
shed is approximately 41,000 
miles lying in Tennessee, Vir- 
ginia, North Carolina, Georgia, 
Alabama, Mississippi and Ken- 
tucky. The headwaters of the 
blue waters are in the moun- 
tainous area of East Tennessee, 
Southwest Virginia, Western 
North Carolina and Northern 
Georgia, The fall of the river 
from Knoxville to Paducah is 
about 500 feet. of which about 
135 feet is concentrated in the 
Muscle Shoals area of North- 
west Alabama. 

This whole region has blos- 
somed into one of the great 
recreational areas of the coun- 
try. Manv industries have lo- 
cated within the region because 
of cheap electricity which has 
been subsidized. 


TVA’s Tax Status 

The United States Chamber 
of Commerce in a study of the 
TVA financial data published in 
1948 “An Analysis of the Real 
Cost of TVA Power.” At the 
time the report purported to 
snow that the investment to 
June, 1946, had amounted to 
$742,000,000, and that taxes and 
interest totaling $234,000,000 
had been “lost” through TVA 
business operations. A sum- 
mary of the major conclusions 
of the 1948 report said 

“Seemingly every — available 
device has been used to mini- 
mize the reported cost of power 


The Commercial and Financial Chronicle ...Thursday, November 27, 1958 


BUSINESS BUZZ 


“He’s going to one of those Washington conferences.”’ 


production, and thereby pro- 
vide a basis for passing on to 
the Federal taxpayer, who is 
supporting navigation and flood 
control, unjustifiably high costs 
for these adjunct functions of 
river development.” 

In a subsequent study, the 
Chamber of Commerce said the 
records showed in 1954 that the 
taxpayers’ investment in TVA 
to June, 1952 had increased to 
$1,270,000,000. Taxes and inter- 
est were $347,000,000 and $284.,- 
000,000, respectively, below the 
amounts that would have ac- 
crued under private enterprise 
operation. The report concluded 
that TVA electric power can 
and should be required to pay 
its own way, including all ap- 
plicable taxes and interest. 

President Franklin D. Roose- 
velt, five weeks after taking of- 
fice in the 1933 depression, 
addressed a message to Con- 
gress proposing a TVA author- 
ity be created. In his message 
he said that “if we are success- 
ful here we can march on, step 
by step, in a like development 
of other great natural territorial 
units within our borders.” Five 
weeks later TVA became law. 
A Sprawling Giant 

About a vear ago the records 
showed that more than $3,.500.- 
000,000 had been expended 
by TVA in its development and 
operations. Congressional ap- 
propriations had totaled nearly 
$2,000,000.000. In addition, $65,- 
072,500 had been raised by the 
sale of bonds and $45,203,448 
was carried on the books as the 
value of properties transferred 


to TVA from Federal 
agencies, 

The funded debt had been re- 
paid, as well as $175,059,019 of 
other monies derived from the 
Treasury and invested in the 
power program. An additional 
$37,776,997 was derived by TVA 
from other sources during the 
25 years of its operations, 
bringing the total payments to 
the Treasury to $277,908,515. 
The net amount of funds avail- 
avle for expenditure from 
Treasury sources thus totaled 
$1,763,592,027. 

Besides these amounts, gross 
‘eceipts from the sale of power 
amounting to $1,474,375,192 
were available to TVA. Net 
power proceeds amounted to 
roughly 28% of the gross rev- 
enue, leaving more than §$l,- 
000,000,000 expended in the 
service area for the production 
and transmission of electric 
power. 


These 


other 


figures present an 
overall picture of the magni- 
tude of the Tennessee Valley 
Authority which wants to ex- 
pand, and will expand at a 
marked clip if Congress gives 
it a signal to go ahead. 

[This column is intended to re- 
flect the “behind the scene” inter- 


pretation from the nation’s Capital 


and may or mau not coincide with 
the “Chronicle’s” own views. ]} 


Joins Central States 


(Special to Tuz Financiat CHRONICLE) 


MANSFIELD, Ohio— Ralph G. 


Coriucit has joined the staff oi 
Central States Investment Co., 
Walpark Building. 
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Careers in Business — Brochure 


prepared to assist high school 
guidance counsellors and stu<- 
dents—Bryant College, Admin- 
istration Office, Providence, 
R. I. (paper). 

and Rate Trends of 
Newspapers, 1946-1958— 
Association of National Adé- 
vertisers, Inc., 155 East 44th 
Street, New York 17, N. Yu 
$10.00. 


Daily 


Treasurer’s and Con- 
troller’s Encyclepedia—tIn four 
Volumes — Prentice-Hall, Inc., 
Englewood Cliffs, N. J., $39.95 
per set. 


Debt Servicing Capacity & Post- 


war Growth in International 
Indebtedness—Dragoslay Avra<- 
movic —Johns Hopkins Press, 
Baltimore 18, Md., $5.00. 

Power Business in the 
of Soviet Socialist Re- 
publics—Edison Electric Insti- 
tute, 750 Third Avenue, New 
York 17, N. Y. (paper). 


Union 


Montgomery’s Federal Taxes, 37th 


Edition — The Ronald Press 
Company, 15 East 26th Street, 
New York 10, N. Y. (cloth), $25, 


Notes on the History of Capitals 


Chester D. Tripp — Economic 
Trend Line Studies, 200 South 
Michigan Avenue, Chicago 4, IIL. 
(paper). 


#2 IN A SERIES 
ON THE USE OF 


OE 


CALLS USED 
TO RECAPTURE 


A customer has a fair sized profit 
in a security and is at a loss to know 
whether to sell or not to sell. The 
Call contract is very often used in 
such a situation as follows: the man 
sells his long stock and immediately 
purchases a Call. If the stock should 
advance, he knows that through the 
terms of his Call contract he can 
“recapture” the steck which he sold, 
If on the other hand the stock de- 
clines he can buy back at a lower price 
the stock which he sold. It is interest- 
ing to notice that the first procedure 
of selling the long stock and using the 
Call contract to repurchase, releases 
the cash that was used in the original 
purchase and makes it available for 
a like purchase or another one. 
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Filer Schmidts Co. 


*E~wSERS PUT & CALL BROKERS & DEALE®S ASSN. INC. 


120 roadway, N§Y. 5 BA 7-6100 


We have prepared a Report 
comparing and evaluating 


Studebaker-Packard 
Botany Mills 


Copies on request 


LERNER & CO. 


Investment Securities 
10 Post Office Square, Boston 9, Mass. 
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BS 69 
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HUbbard 2-1990 





